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General Mills has been known for many 
years as a leading producer of packaged con- 
sumer foods such as breakfast cereals, flour, 
baking mixes, desserts and seafood. Less 
known, but increasingly important during re- 


cent years, are other General Mills’ activities: 


food products and ingredients used in hotels 
and other institutions; company-owned Red 
Lobster Inns and York Steak House family 
restaurants; toys, games and crafts; jewelry 
and apparel; and other hobby and recreational 
items. Specialty chemicals represent the 
company’s primary activity in industrial mar- 
kets. This fiscal 1977 annual report describes 
the progress of General Mills’ products and 
services, including those shown on this page. 
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Managing for Long-Term Success 


The life of a business corporation 
is limited, not by time, but by its 
ability to serve. As long as it serves 
effectively to meet human needs, 
its life is endless. But effective and 
efficient service does not just hap- 
pen. It springs from carefully 
planned strategies to meet environ- 


mental change. In managing for 
long-term success, General Mills 
seeks to maintain balance in peo- 
ple, products and markets to fulfill 
the needs and desires of consumers 
in every walk of life under the 
varying conditions of an ever 
changing world. 


NOTICE TO STOCKHOLDERS: The annual meeting of the stockholders of 
General Mills, Inc., will be held at 2:00 p.m., Central Daylight Time, September 
26, 1977, at Golden Valley (Minneapolis), Minn. The Notice of Annual Meeting 
of Stockholders and Proxy Statement is being mailed to reach stockholders on 


or about August 29, 1977. 
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Chairman’s and President’s Report 


TO OUR STOCKHOLDERS AND EMPLOYEES: 


In fiscal 1977, General Mills sustained its long- 
term record of progress and took significant steps 
to assure future success. As the results on the op- 
posite page show, the company attained an 11th 
successive year of increase in sales and a 15th con- 
secutive year of gain in earnings before extraor- 
dinary items. Earnings per share grew 15.7 per 
cent, exceeding the strong 15.1 per cent compound 
annual growth rate for the past five years — the 
greatest period of growth in General Mills’ 49-year 
history. Additionally, dividends per share grew 20 
per cent, marking a 13th straight year of increase. 

Beyond these accomplishments, we took aggres- 
sive steps in 1977 to achieve long-term progress, 
investing record amounts for new fixed assets, re- 
search and development and media support for our 
diversified consumer product and service lines. 
These investments helped to improve the com- 
pany’s market position in virtually every major in- 
dustry area in which it competes. All were financed 
internally as the company strengthened an already 
sound financial position. 

The above results would not have been possible 
without the efforts of the company’s 61,797 em- 
ployees, including 10,019 new employees, and the 
support of our customers and suppliers. 


OPERATING HIGHLIGHTS: Reflecting generally 
favorable business conditions, each of the com- 
pany’s major areas attained excellent rates of sales 
gain: 9.0 per cent for foods, 12.0 per cent for con- 
sumer non-foods and 14.1 per cent for specialty 
chemicals. As in the previous year, inflation played 
only a minor role; more than three-quarters of the 
sales gain resulted from volume increases. Growth 
in operating profits was also reported by each 
major business area: 6.5 per cent for foods, 27.3 
per cent for consumer non-foods and 68.5 per cent 
for specialty chemicals. 

Our volume gains, together with improved oper- 
ating efficiencies, enabled earnings growth to ex- 
ceed the rate of sales gain; profits per sales dollar 
rose from 3.8 cents to 4.0 cents. This improvement 
was attained despite a $5.5 million after-tax loss 
resulting from devaluation of the Mexican peso. 


General Mills’ food businesses, supported by ag- 
gressive marketing programs and new production 
capacity, improved market share in most segments 
while achieving excellent overall volume gains. A 
major portion of our 30.7 per cent increase in 
media investments, about half of which was re- 
quired by escalating television rates, supported 
established food lines and aggressive food product 
introductions. 

Restaurant sales grew 33.3 per cent to $240.9 
million, primarily through addition of 40 new res- 
taurants in the Red Lobster Inns group. Operating 
profits increased 8.9 per cent, reflecting higher sea- 
food costs and severe winter weather which meas- 
urably reduced away-from-home eating and also 
increased costs in January and February. 

Substantial growth in operating profits of con- 
sumer non-foods resulted from a sixth successive 
year of exceptional gains by worldwide craft, game 
and toy operations, which grew 26.0 per cent, and 
from record profitability by both fashion and spe- 
cialty retailing activities. Furniture results were 
disappointing; actions have been taken which 
should lead to improvement in fiscal 1978. 

Specialty chemicals continued a strong recovery 
which began in the final half of fiscal 1976, achiev- 
ing record earnings. 


MANAGEMENT: Since publication of the last An- 
nual Report, we completed a year of management 
transition. Aside from our election to Chairman of 
the Board.and President, two seasoned and able 
executives have taken on new top management 
assignments. Donald F. Swanson, Senior Executive 
Vice President, was elected Chief Financial Offi- 
cer, and Robert K. Swanson was elected Executive 
Vice President with responsibilities for the Craft, 
Game & Toy, Fashion and Travel Groups. A num- 
ber of younger managers were given increased re- 
sponsibilities; a summary of these changes is de- 
scribed in the BUSINESS REVIEW of this report. 

We wish to express our appreciation to James P. 
McFarland, who retired as Chairman of the Board 
on February 1, 1977. We are deeply indebted for 
his key contributions to the growth and success of 
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General Mills in his 43 years of service. 


CORPORATE DEVELOPMENT: Several impor- 
tant actions were taken during the year designed 
to increase the potential for General Mills’ future 
growth. Two acquisitions with substantial expan- 
sion potential were completed: the 48-unit chain 
of York Steak House family restaurants and 
Wallpapers To Go, an 11-unit West Coast chain 
of flexible wall covering specialty retailing stores. 
Tentative agreement was reached to acquire Ship 
’n Shore, Inc., the leading manufacturer of women’s 
shirts and blouses, for $35 million cash. We hope 
to complete this acquisition in the near future. 

Perhaps the most important strategic move was 
approval by the Board of Directors of a letter of 
intent for sale of the company’s subsidiary, Gen- 
eral Mills Chemicals, Inc., to Henkel KGaA, a 
major privately held German company. With con- 
summation of this transaction, expected in the 
first half of fiscal 1978, we will receive proceeds 
of about $74 million cash for the equity of the 
chemicals operations; in addition, the subsidiary’s 
intercorporate debt of about $24 million will be 
replaced by a medium-term interest-bearing note. 
General Mills will realize a gain of $5 to 6 million 
from the sale. The gain, interest income and use 
of the cash proceeds will more than offset the loss 
of specialty chemicals earnings in 1978. 

While specialty chemicals is a strong business, 


our company’s orientation in recent years has been 
almost totally toward consumer products and serv- 
ices. We believe the sale of our specialty chemical 
operations and redeployment of the proceeds to 
further existing consumer product and service 
strategies will help General Mills become an even 
stronger company than it is today. 


FUTURE OUTLOOK: We remain optimistic about 
General Mills’ future. Though inflation still poses a 
threat in some areas, we believe fiscal 1978 should 
see continuation of economic recovery worldwide. 
As the year begins, we find most of our operations 
reporting favorable trends and prospects. 

We shall continue to emphasize internal growth 
in existing industry areas. This means vigorous ef- 
forts to increase volume, expand retailing opera- 
tions and improve operating efficiencies. To support 
this strategy, we are planning gross capital ex- 
penditures in the $125-135 million range. The 
breakdown of these expenditures by industry area 
is similar to last year’s. Approximately 48 per 
cent is planned for additional plant capacity and 
equipment for our food businesses; 29 per cent 
will support growth of restaurant activities, in- 
cluding 30 new Red Lobster Inns and 20 York 
Steak Houses; and 23 per cent will be invested in 
our consumer non-food businesses, including 17 
new specialty retailing stores. All of the expendi- 
tures for fixed assets will be financed internally. 

General Mills remains committed to leadership 
in the marketing of consumer goods and services. 
We are maintaining our strategy of seeking con- 
sistent growth from balanced consumer industry 
areas. This requires close attention to trends and 
changes in the environment which reflect con- 
sumer needs and life styles and which ultimately 
affect the company’s operations. We are confident 
results in fiscal 1978 will sustain General Mills’ 
long-term record of progress. 


CLAMS 


Chairman of the Board 


INO 


President 


Business Review 


General Mills’ corporate strategy is to seek con- 
sistent growth through product and marketing in- 


novation, primarily in consumer goods and services. 


This approach is founded on the belief that the 
company’s basic strengths and talents are in the 
marketing of consumer products and services upon 
which recognized brand positions and market seg- 
ment leadership can be established. Over the 
years, this strategy has resulted in impressive cor- 
porate growth from a balanced and strong group 
of businesses concentrated in relatively few in- 
dustries. 

This strategy continued to produce excellent re- 
sults in fiscal 1977. General Mills’ sales grew 10.0 
per cent and reached $2,909,404,000, nearly five 
times the $602,536,000 reported in fiscal 1967. Dur- 
ing the same decade, earnings quadrupled, growing 
16.4 per cent this past year to $117,034,000. Earn- 
ings per share, which grew 15.7 per cent in fiscal 
1977 to $2.36, are three times greater than in fiscal 
1967. Return on average shareholders’ equity 
reached 17.1 per cent in fiscal 1977, a record high 
for the modern era of General Mills. 


General Mills Strategy 
Emphasizes Internal Growth 


The company’s long-term strategy has empha- 
sized growth from within existing major business 
areas. In fiscal 1967, General Mills competed in 
two major industry areas: foods and specialty 
chemicals, and was beginning to move into a third 
major area, crafts, games and toys. Today, 10 years 
later, the company has major involvement in five 
industries: foods; restaurants; crafts, games and 
toys; fashion and specialty retailing. Three of these 
industries are new. The company has signed a let- 
ter of intent to sell its specialty chemicals opera- 
tions (see note 16 on page 36). These five industry 


areas offer good participation in consumer dis- 
posable income spending and are both compatible 
and manageable in terms of the company’s capa- 
bilities. This is reflected in the company’s five and 
10-year growth statistics outlined on pages 40 and 
41 in this report. 

General Mills is now strongly positioned in each 
of the five major industries in which it competes. 
Long-range plans indicate that the company will 
be able to meet targeted growth goals over the next 
five years without having to expand into additional 
industry areas. General Mills may, however, enter 
one new industry before the end of the five-year 
planning period in order to contribute to the com- 
pany’s rate of growth into the 1980s. 

The most recent five years have witnessed the 
greatest period of growth in General Mills’ history. 
During this period, General Mills has invested 
more than $700,000,000 in developing its busi- 
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nesses, including the market value of shares issued 
for acquisitions. This includes $460,000,000 for 
new fixed assets, $119,000,000 for research and 
development and $116,000,000 for acquisitions 
within existing business areas. An additional 
$21,000,000 in acquisitions has been spent for 
probes into other industry areas such as travel and 
furniture. 

The sources of the company’s sales growth of 
$1,593,000,000 during the past five years are well 
balanced and indicate that our new investments 


New Products Account 
For 25% of Sales Growth 


are doing well. Approximately 25 per cent of this 
sales growth has come from new products and 
services developed internally, and another seven 
per cent has come from acquisitions. Approxi- 
mately 18 per cent of the sales increase has re- 
sulted from expansion of restaurants and specialty 
retailing stores. Growth of established businesses 
accounts for the remaining 50 per cent. 

Foods continue as the company’s most impor- 
tant business area. In fiscal 1977, foods accounted 
for 67.9 per cent of corporate sales and 64.5 per 
cent of total operating profits. 

The company’s most important single food area 
is the domestic grocery store market with current 
sales of $140 billion. In fiscal 1977, approximately 
$1 billion of General Mills’ food sales, represent- 
ing about half the company’s total food sales, was 
through domestic food stores. At present, the com- 
pany’s products compete primarily in dry gro- 
ceries and frozen foods — areas which account for 
about one-third of total grocery store sales. More 
specifically, General Mills competes in eight mar- 
ket segments with sales totaling about $4 billion: 
breakfast products, desserts, consumer flour, bak- 
ing mixes, instant potatoes, frozen seafoods and 
pizza. Additionally, about 20 per cent of General 
Mills’ fiscal 1977 food sales was snack items sold 
through food stores, non-food retailers and vend- 
ing machines in the United States and Europe. 

The remaining quarter of the company’s fiscal 
1977 food sales was from restaurants and food 
service operations. The rapidly growing market for 
meals eaten away from home currently represents 


about one of every three meals consumed in the 
United States, or approximately $70 billion in sales. 


General Mills Well Balanced 
In Food Markets 


General Mills is well balanced in terms of food 
market participation, enabling the company to take 
advantage of positive short-term trends while 
cushioning adverse changes. Product lines con- 
form well to consumers’ eating habits. An esti- 
mated 34 per cent of foods manufactured by 
General Mills’ Consumer Foods Group is consumed 
at breakfast, 13 per cent at lunch, 38 per cent at 
dinner and 15 per cent as snacks. These products 
are also enjoyed by all types of consumers. Gen- 
eral Mills participates in the direct service of 
meals as an operator of restaurants and is taking 
an increasingly active role as a supplier to the 
food service industry. 

Most of General Mills’ food products are No. 1 
or No. 2 in sales in each market segment in which 
the company competes. This places General Mills 
in an excellent competitive position in terms of 
cost structure and profitability. 


General Mills Competes 
In Large Consumer Markets 


Non-food consumer products and services ac- 
counted for 28.0 per cent of corporate sales and 
31.3 per cent of total operating profits in fiscal 
1977. The company’s strategy in this area is to pur- 
sue growth opportunities arising from gains in con- 
sumer disposable income, more leisure time and 
increasingly casual life styles. To this end, General 
Mills is active in the $7 billion worldwide retail 
market for crafts, games and toys and in the $43 
billion domestic manufacturers’ market for apparel 
and accessories. The company also participates in 
the $1 billion hobbycrafts retail market, the $1 bil- 
lion international group tour and incentive travel 
market and more recently, the $8 billion furniture 
manufacturing industry and the $1 billion retail 
market for flexible wall coverings. 


Specialty chemicals have been manufactured by 
General Mills for more than 30 years and have re- 
mained the only major industrial activity since the 
company adopted its consumer-oriented strategy 
in the early 1960s. 

Offers for General Mills’ chemical operations 
have been entertained from time to time in the 
past decade, but not until recently has a proposal 
been received that appeared mutually beneficial 
to the company’s employees, shareholders, cus- 
tomers, suppliers and the communities in which 
worldwide operations are maintained. In April, 
1977, General Mills’ Board of Directors approved 
a letter of intent for the sale of the General Mills 
Chemicals, Inc., operations to Henkel KGaA, a 
privately held, technically oriented German com- 
pany with sales in excess of $2.4 billion. 

Tentative terms call for Henkel to pay General 
Mills approximately $74 million for the equity of 
the chemical operations. GMCI’s intercorporate 
debt to General Mills of approximately $24 million 
will be replaced by a medium-term interest-bearing 
note. Assuming finalization of the transaction at 
these terms, General Mills will realize a gain of 
$5 million to $6 million in reporting fiscal 1978 
results. Completion of the transaction is expected 
to occur in the first half of fiscal 1978. 

In fiscal 1977, the chemical operations to be di- 
vested accounted for approximately four per cent 
of consolidated corporate sales, five per cent of net 
earnings and eight per cent of net assets. The earn- 
ings figure reflects an after-tax charge of $1,750,000 
which was made in August, 1976, as a result of a 
decision to terminate xanthan gum joint ventures. 


New Acquisition 
In Fashion Business Planned 


As part of a strategy to balance apparel lines 
through increased sales of basic fashion compo- 
nents, agreement was reached in May, subject to 
normal audit and legal conditions, to acquire Ship 
’n Shore, Inc., for approximately $35 million cash. 
Ship ’n Shore is the leading producer of ladies’ 
shirts and blouses in the United States and has 
been in business for more than 60 years. Primary 
customers are major department stores and fine 
specialty shops. Since 1970, sales and earnings 


have tripled with sales reaching $63 million in cal- 
endar 1976. 

General Mills’ international operations consti- 
tuted 16.2 per cent of total sales and 10.2 per cent 
of earnings in fiscal 1977, as described on page 30. 
International sales were $472,750,000, an increase 
of 9.0 per cent. Net earnings from international 
operations were $11,955,000, a decline of 20.3 per 
cent. Key contributory factors were $5,500,000 in 
losses from devaluation of the Mexican peso, un- 
favorable currency translations compared with a 
year earlier, relatively higher inflation abroad and 
problems associated with wage and price controls, 
particularly in France. These results are discussed 
in the review of major product groups elsewhere 
in this report. 


AUTOMATIC DIVIDEND 
REINVESTMENT PLAN 


An increasing number of the more than 
29,000 General Mills’ shareholders are 
participants in the company’s Automatic 
Dividend Reinvestment Plan. This plan 
is a convenient and economical way by 
which shareholders may increase their 
holdings in General Mills. Under the plan, 
dividends due participating shareholders 
are deposited directly with the First Na- 
tional Bank of Minneapolis which, as pur- 
chasing agent, combines the purchases of 
all participating shareholders to give each 
the economies of large-scale purchases. 
The cost of purchasing General Mills’ 
common shares through the plan is less 
than the usual broker commission for 
small transactions. 

Shareholders may obtain a brochure 
giving further details by writing: 

General Mills, Inc. 
Stock Transfer Department 


P;O2Bo0x 1113 
Minneapolis, Minnesota 55440 


Breakfast and Snack Products 


Sales of breakfast and snack products reached 
$740,300,000, an increase of 6.6 per cent versus the 
previous year. Operating profits were $102,000,000, 
up 4.7 per cent, reflecting continued aggressive 
advertising and promotional expenditures, partic- 
ularly behind new products. Unfavorable foreign 
currency translation rates compared to the previ- 
ous year, start-up expenses on new production 
capacities and tests of a new vending concept also 
affected profit growth. 


Breakfast Cereals Attain 
Record High 


Big G breakfast product unit sales were up 6.8 
per cent, benefitting from increased marketing ef- 
forts. The company’s ready-to-eat cereal brands 
reached an all-time volume high for the sixth year 
in a row. Nature Valley Granola Bars, in their sec- 
ond year, continued to exhibit strong growth and 
are now the largest brand in the growing new mar- 
ket segment of specialty portable foods. These 
combined efforts enabled Big G breakfast products 
to grow in market share in an industry which grew 
3.3 per cent. 

Consumer purchasing patterns shifted back to 
more traditional levels of presweetened cereal 
buying. All four Big G ready-to-eat children’s 
brands — Trix, Lucky Charms, Cocoa Puffs and the 
“friendly” Monsters — achieved record volumes. 
Strong growth also was attained by Total and Kix 
brands, and Cheerios enjoyed its second highest 
volume year. Wheaties held even with year-ago 
figures and, in a major development, signed Olym- 
pic Decathlon Champion Bruce Jenner to a long- 
term contract as the new Wheaties spokesman. 

In the new product area, Golden Grahams ex- 
perienced excellent sales in the 70 per cent of the 
country in which it is currently distributed. Golden 
Grahams is produced by an entirely new process- 
ing system, and additional capacity to supply the 
remainder of the country will be on stream in the 
near future. The Nature Valley bar line was ex- 
panded during the year to include a peanut-flavored 
variety. 

Crazy Cow, a unique new children’s cereal that 
adds either chocolate or strawberry flavor to milk, 
was introduced to West Coast markets late in the 
year. Increases in production capacity made 
possible national shipment in June, 1977. Crispy 


Wheats ’n Raisins, Big G’s first fortified ready-to- 
eat cereal product with raisins, was introduced to 
test markets in February. 

Despite aggressive expansion of production fa- 
cilities during the past four years, volume growth 
in established cereal products and the demands of 
active new product programs continued to stretch 
the company’s increased cereal manufacturing ca- 
pacity. As a result, additional capacity was author- 
ized during the year. 

In the domestic snack business, Tom’s Foods 
finished the year well ahead of fiscal 1976 in both 
sales and earnings. Unit sales were particularly 
strong, especially for potato chips and candy items. 
Tom’s convenience food store distribution pro- 
gram was expanded to 5,500 stores. DELIMATIC, 
a refreshment service providing snacks, soft drinks 
and coffee vending to mid-sized office locations, 
was tested in Atlanta, Los Angeles and Chicago. 
Capital spending increased with construction of a 
modern peanut shelling plant in Columbus, Ga., 
and with the addition of capacity at Tom’s Corsi- 
cana, Texas, chip plant. 

The Donruss Co. successfully entered the rap- 
idly growing soft bubble gum market. New bubble 
gum competition from two large gum manufac- 
turers was accompanied by heavy competitive ad- 
vertising during the year. These forces increased 
the size of the bubble gum market but also slowed 
the rate of Donruss’ overall sales growth. 


GoodMark Adds 
Meat Snack Capacity 


GoodMark Foods achieved excellent growth in 
sales and earnings. Outstanding snack sales vol- 
ume, particularly for meat snacks, improved op- 
erating efficiencies and lower meat costs offset 
higher costs for packaging, labor and energy. Ex- 
pansion of GoodMark’s Garner, N. C., meat snack 
manufacturing facility was near completion by the 
end of the year. 

The Mrs. Bumby’s reformulated potato chip test 
market was discontinued in the United States be- 
cause of a weakening market for stacked chips 
and the inability to achieve satisfactory return on 
anticipated investment. General Mills entered into 
a technical assistance and license agreement with 
House Food Industrial Co., Ltd., Osaka, Japan, 
granting House the rights to produce and market 
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a similar product in Japan. The company’s remain- 
ing supermarket snack, Bugles, experienced vol- 
ume growth on the strength of a new regionalized 
marketing program. 


European Snacks 
Show Growth 


General Mills’ European snack business, which 
accounts for more than 40 per cent of the com- 
pany’s international sales, achieved another year 
of growth despite a difficult economic environ- 
ment. Adverse factors included unfavorable 
currency translations affecting sales and profits, 
another poor potato crop, persistent inflation ex- 
ceeding that in the United States and continuation 
of a variety of wage and price controls across 
Europe. The most difficult situation developed in 
France, where a price freeze in September was 
followed by a fixed percentage increase allowance 
plan for 1977 that fell short of cost increases. 
While results varied from country to country, con- 
tinued success in introducing new products plus 
growth in established sales helped offset margin 
squeezes in most areas. 

The Smiths-UK companies continued their inno- 
vative new product leadership in the British Isles 
snack market. A unique product, Square Crisps, 
led the list of new items and has achieved test 
market success to date. Among established prod- 
ucts, Big D nuts in particular showed strong vol- 
ume growth. Smiths-Holland had another record 
earnings year and held market leadership in chips 
and extruded snacks as did Smiths-Belgium. Zach 
in Austria successfully introduced a new line of 
extruded snacks to supplement its traditional rusk 
and pretzel business. Biscuiterie Nantaise suc- 
cessfully started a major new baking plant in 
Compiégne, France, with initial production con- 
centrating on the market-leading French cookie, 
Choco-BN. 


Mixes, Family Flour, Seafood 
and Other Consumer Foods 


Betty Crocker desserts, family flour, seafoods 
and other consumer foods achieved sales of 
$720,700,000, an increase of 8.2 per cent. Operat- 
ing profits of $42,700,000 declined 9.3 per cent 


from the previous year’s record level as the com- 
pany invested heavily during the year in long-term 
market share growth through increased spending 
for advertising and promotion of established lines 
and new products. Additionally, the company ex- 
perienced increasing costs for packaging, labor, 
energy and selected raw materials. While a num- 
ber of major commodities such as wheat declined 
in cost, higher raw material costs were especially 
pronounced for cocoa, raisins, nuts, egg whites, 
oils and seafood. Higher raw materials prices and 
other increases in production costs were reflected 
in the cost of sales of affected products and re- 
strained earnings. These necessitated price in- 
creases for packaged desserts by the end of the 
fiscal 1977 year, ending two and a half years of 
price stability or declines. 


Betty Crocker Volume Up 
More Than 15% in Two Years 


Betty Crocker dessert products, which include 
layer and specialty cakes, frostings, brownies 
and other desserts, attained record unit sales, 
dollar sales and aggregate market share in the 
$700,000,000 annual retail dessert market. Since 
1975, when high sugar prices inhibited consumer 
purchases, Betty Crocker volume has grown more 
than 15 per cent in two years of strong marketing 
effort. Market share has increased to more than 
AO per cent. Unit sales of Betty Crocker layer cakes 
nearly matched the previous year’s 20-year high, 
and all-time sales records were registered for 
ready-to-spread frostings, Snackin’ Cake mixes 


Stir ’n Frost 
Introduced Nationally 


and brownies. Stir ’n Frost, a specialty cake con- 
cept which provides cake mix, ready-to-spread 
frosting and a foil-lined pan for mixing and baking, 
all in one package, was introduced nationally early 
in the year; it met with outstanding consumer 
acceptance. In response to research indicating that 
many consumers bake large amounts of cookies, 
a four-flavor line of Big Batch Cookie Mix was 
introduced nationally in the summer of 1977. 


Sales of Gold Medal ‘Kitchen-tested’ flour and 
regional flour brands, including LaPina and Red 
Band, enabled General Mills to increase its share 
of the family flour market for the fourth consecu- 
tive year and to attain its highest market share 
in history. These results were achieved despite 
resumption of a trend toward increased purchase 
of convenience foods which brought about a slight 
decline in volume in the $400,000,000 retail sales 
flour market. As a result of declining wheat costs, 
General Mills’ flour prices were reduced further 
during 1977 to the lowest level since August, 1973. 


Bisquick Sales Highest 
in History 


Bisquick baking mix volume was the highest in 
the brand’s 46-year history, setting records for the 
third consecutive year. Bisquick again increased 
its share of market, strengthening its leadership 
position. Originally introduced in 1932 and rein- 
troduced as improved new Bisquick in the late 
1960s, Bisquick serves as an example of the com- 
pany’s ability to effectively reposition and market 
traditionally mature products in contradiction of 
the classical product life cycle theory. 

Betty Crocker specialty potatoes enjoyed excep- 
tional growth in 1977 in response to increased 
advertising and promotional support as delivery 
volume increased 30 per cent. Largely as a result 
of Betty Crocker’s sales increase, the specialty 
potato market grew 21 per cent at the same time 
the total dehydrated potato market declined two 
per cent because of lower fresh potato prices. 
Potato Buds mashed potato market share reached 
a new high despite new competition and weakness 
in the instant mashed potato segment. 

Hamburger Helper and Tuna Helper enhanced 
their positions as the No. 1 and No. 2 brands among 
the $75,000,000 retail market for add-meat pack- 
aged dinner mixes although volume declined from 
prior year levels. A new variety of Tuna Helper, 
Country Dumplings Noodles ’n Tuna, was success- 
fully introduced in February. Sales of Betty Crock- 
er specialty casseroles, including Macaroni and 
Cheese, Noodles Almondine, Noodles Romanoff 
and Noodles Stroganoff, significantly increased as 
the result of repositioning and reintroductory ef- 
forts in central regions of the country. These efforts 


will be expanded into the remainder of the United 
States in the coming year. 

Mug-O-Lunch, a line of hot instant lunch prod- 
ucts, was introduced in Milwaukee and Portland 
test markets in March, 1977, in response to in- 
creased demand for quick, convenient lunch time 
foods. 

Gorton’s had excellent results again this year. 
The $500,000,000 frozen seafood industry grew 
substantially because of volume increases in bat- 
ter fried products and higher prices caused by 
increased raw material costs. Gorton’s success in 
developing new sources of supply and in market- 
ing new products resulted in record sales, earn- 
ings and market share. Key contributory factors 
were the completion of the roll-out introduction 
of Gorton’s new Batter Fried Fish Sticks and 
Fish Portions and the continuation of Gorton’s 
brand franchise building program begun last year. 
Gorton’s share of the canned clams market rose 
significantly as severe supply constraints due to 
natural causes and governmental restrictions 
forced some competitors to abandon the canned 
clam market. 


Saluto Foods Expands 
Pizza Distribution 


Saluto Foods Corporation, General Mills’ manu- 
facturer of high-quality frozen pizza acquired in 
March, 1976, reported excellent volume growth as 
new plant capacity in Montgomery, Ala., enabled 
Saluto to expand distribution to nearly 60 per cent 
of the country by the end of fiscal 1977. The 
success of the company’s Deep-Dish pizza line es- 
tablished Saluto as a significant factor in the qual- 
ity sector of the rapidly growing $400,000,000 
frozen pizza market. 

As a result of product reformulation to better 
suit consumer preference, Bac*Os’ unit volume in- 
creased substantially over the previous year, and 
dollar sales reached an all-time high. 

In Canada, package food volume showed excel- 
lent gains as both Grocery Products Division and 
Lancia-Bravo Division earnings reached record 
levels. Canadian government restrictions on profit 
and price controls remained in effect through the 
year. In Mexico, operating earnings from cookies, 
pasta and flour set a new record despite devalua- 
tion of the peso. 
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Commercial Foods and Ingredients 


Commercial foods and ingredients sales in- 
creased less than one per cent to $274,300,000 be- 
cause of lower bakery flour prices. Earnings, 
however, increased from $7,900,000 to $17,100,000, 
reflecting food service volume gains, improved re- 
sults for food ingredients and the previous year’s 
$7,000,000 pretax charge due to conversion of the 
company’s Cedar Rapids commercial protein plant 
to a package foods production facility. Domestic 
bakery flour dollar sales dropped as wheat prices 
declined; however, an improved mix of product 
sales produced profits in line with the previous 
two record years. Utilization of internal milling 
capacities continued at levels well above the in- 
dustry average. 

Food service volume and profitability set new 
records as General Mills’ flour-based mix and con- 
venience food product sales continued to grow at 
a rate in excess of the total food service industry. 

Gorton’s Food Service Division maintained its 
market leadership but experienced a decline in 
unit volume due to supply constraints. The supply 
of raw seafood in general remained tight through 
the year, with temporary disruptions expected to 
continue as 200-mile fishing limits are implemented 
worldwide. 

In November, General Mills signed a long-term 
leasing and licensing agreement with Central Soya 
Company giving that company exclusive rights to 
General Mills’ patented steam-textured vegetable 
protein equipment, technology and products mar- 
keted to institutional customers and food proces- 
sors. The company also signed an agreement for 
purchase by Dawson Mills of General Mills’ pat- 
ented vegetable protein spinning equipment, 
technology and frozen spun products marketed to 
institutional customers and food processors. 


Restaurant Activities 


The market for meals eaten away from home 
continues to grow rapidly, accounting for 35 per 
cent of total U.S. consumer expenditures for food 
in calendar 1976. At General Mills, restaurant oper- 
ations accounted for 8.3 per cent of sales and 8.8 
per cent of total operating profits in fiscal 1977. 
Sales were $240,900,000, up 33.3 per cent from 
$180,700,000 in 1976 and $33,300,000 five years ago. 
Operating profits for the year were $25,700,000, an 
increase of 8.9 per cent, reflecting higher seafood 
costs and severe winter weather which measurably 
reduced away-from-home eating and increased ex- 
penses in January and February. 


Red Lobster Inns continued to be the company’s 
primary expansion vehicle with 36 units opened 
during the year, bringing the total of company- 
owned restaurants to 210 units in 30 states. Dollar 
sales per store increased 6.0 per cent, reflecting 
higher menu prices as the average number of cus- 
tomers per store declined slightly from the previ- 
ous year to a level even with two years ago. Red 
Lobster served 54,000,000 customers in fiscal 1977. 
During 1978, 30 new Red Lobster Inns are sched- 
uled to be opened, primarily in market areas in the 
eastern half of the country. 


York Steak House Systems 
Expand Restaurant Group 


In April, General Mills acquired York Steak 
House Systems, Inc., a Columbus, Ohio-based 
chain of family steak restaurants. York Steak 
Houses are self-service, sit-down facilities located 
in 18 states, primarily in the Northeast, South and 
Midwest. Forty-eight units have been constructed 
as of the end of fiscal 1977, 10 within the past year. 
Most York Steak Houses are located in large shop- 
ping malls and add a new dimension of strength to 
General Mills’ group of family restaurants. Ap- 
proximately 20 new units will be opened in fiscal 
1978. 

Hannahan’s, a restaurant concept featuring beef 
and seafood at reasonable prices, continued in test 
market at five locations in central Florida. Devel- 
opment of one additional modified Betty Crocker 
Pie Shop unit was initiated for testing in 1978. 

E. H. Thompson Co., restaurant equipment and 
furnishings supply subsidiary, again reported 
strong financial performance. And in a continuing 
effort to ensure an adequate supply of shrimp and 
to minimize menu price increases, significant re- 
search and development efforts continued in Cen- 
tral America toward the goal of commercially rais- 
ing shrimp for use in the company’s restaurants. 

General Mills is optimistic that the away- 
from-home-eating industry will continue to show 
strength. In 1977, the industry grew 10 per cent, 
which was lower than forecast as a result of the 
economic pause in late 1976 and an extremely se- 
vere winter which inhibited dining out. However, 
continuing economic improvement and favorable 
demographic trends suggest resumption of a more 
favorable lorg-term growth rate. 
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Crafts, Games and Toys 


General Mills’ Craft, Game & Toy Group con- 
tinued to report strong growth both in the United 
States and abroad in establishing its position as 
the industry leader in both sales and earnings on 
a worldwide basis. Fiscal 1977 sales rose 16.0 per 
cent to $403,200,000, and improved margins in- 
creased operating profits to $52,400,000, 26.0 per 
cent over the previous year. 

Kenner Products had an exceptional year. The 
Six Million Dollar Man action figure toy exceeded 
the previous year’s outstanding performance, and 
the Bionic Woman line and Stretch Armstrong 
stretchable toy made major growth contributions. 
In addition, Play-Doh modeling compound and the 
Tree House line strengthened the company’s posi- 
tion in the preschool category. Promising new toys 
for Christmas, 1977, include the Play-Doh Fuzzy 
Pumper Barber and Beauty Shop, and Stretch 
Monster. 

Parker Brothers’ classic board games, including 
Monopoly, Clue and Sorry, continued to be highly 
successful. Whosit, Boggle, Happy Days and other 
all-family games were extremely well received by 
consumers. The Nerf product line continued to 
dominate the foam toy market. Extensive develop- 
mental work on a new product line, Riviton, began 
during the year and shows promise for the forth- 
coming toy season. Riviton is a new construction 
system that builds an endless variety of toys, 
models and environments. Also new is Gambler, 
a family board game. 

Fundimensions had a more difficult year. Sales 
volume exceeded that of fiscal 1976. Earnings, 
however, were lower. Power Passers, Fundimen- 
sions’ new racing set, came on strong in late 1976. 
Sales of Craft Master paint-by-number kits de- 
clined although continued strength in the MPC 
model kits and Lionel trains category compensated 
for much of this decline. 

In the collection hobby area, H. E. Harris con- 
tinued its leadership in stamp collecting merchan- 
dising. The company’s wholesale and direct mar- 
keting divisions were especially successful, and 
the promising new foreign bank note collecting 
field was expanded to include approval sales. 
Bowers & Ruddy Galleries, a mail-order and auc- 
tion rare coin dealer, performed below expecta- 
tions under very unresponsive industry market 
conditions. 

International operations demonstrated the vital- 
ity of their product lines and the importance of 
brand franchises by achieving excellent results in 


a period of modest growth, economic inflation, 
governmental price controls in several countries 
and currency instability. 

The French Group had an exceptionally strong 
year, benefitting from television advertising, a rela- 
tively new phenomenon in the French toy indus- 
try. Miro games, Meccano toys, Raynal dolls and 
France Cartes playing cards all had substantial 
sales and earnings gains. In Germany, Parker con- 
tinued to improve its game line market share, and 
Kenner’s line of toys was successfully introduced. 
Clipper of Holland and Deska of Belgium also ex- 
panded their operations, primarily through distri- 
bution of additional products from General Mills’ 
toy companies. 

Although the economy of the United Kingdom 
remained unstable, Palitoy had strong sales of the 
Discovery Time preschool line, Pocketeers line of 
games, Action Man and promotional dolls. Denys 
Fisher’s Bionic products and soft toys continued to 
be very successful. 

Parker Canada had an outstanding year, adding 
a new line of toys to its current line. Government 
approval was granted to acquire Regal Toys in 
Canada, a doll and soft toy company, which will 
be included in General Mills’ Canadian operations 
beginning with the coming year. 

In Mexico, Lili-Ledy suffered from the effects of 
severe peso devaluation. Major earnings growth 
was eroded by currency conversion and transla- 
tion losses. In the marketplace Lili-Ledy increased 
its sales dominance via product superiority, par- 
ticularly with regard to dolls. 

Toltoys in Australia again demonstrated mar- 
ket leadership as the entire product line gained 
strength and balance. Operations were expanded 
to New Zealand with the acquisition of Toltoys 
(New Zealand) Limited. 


Characters from Star Wars 
Licensed by Toy Group 


In anticipation of forthcoming opportunities, 
General Mills negotiated licenses for toys and 
games based on two popular television programs: 
Nancy Drew and the Hardy Boys, and the Man 
from Atlantis. In a major development, the com- 
pany gained exclusive galaxy-wide toy and game 
rights to characters from the successful new 
movie, Star Wars. 
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Monet Jewelry 


Fashions, Furniture 
and Specialty Retailing 


General Mills’ fashion, specialty retailing and 
furniture businesses reported sales of $411,500,000, 
an increase of 8.3 per cent from 1976. Operating 
profits were $38,400,000, an increase of 29.3 per 
cent, reflecting major market growth and improve- 
ments in operating efficiencies. 

The fashion industry returned to more normal 
growth patterns with improvement in consumer 
spending interrupted only by an unusually cold 
winter. The Fashion Group outpaced the industry 
and attained significantly higher sales and earn- 
ings. 

Monet Jewelers continued its outstanding 
growth rate, exhibiting strength in all the cate- 
gories in which it competes. In addition to costume 
jewelry, Ciani, Monet’s new entrant in precious 
jewelry, enjoyed a good reception from both re- 
tailers and consumers in its initial year. As a re- 
sult, Monet is now positioned for substantial future 
growth in the better costume jewelry and fine 
jewelry markets. 

Progress was also reported in men’s wear. Lord 
Jeff benefitted from the shift to traditional infor- 
mal clothing, with sales especially strong in men’s 
sweaters. Sales of Izod emblem shirts also grew 
rapidly. Bookings for fall, 1977, are well ahead of 
the same period one year ago. Foot-Joy, the lead- 
ing manufacturer of golf shoes, also had an ex- 
cellent year. 

Results in children’s wear were excellent as sales 
of the Crystal Sunflowers line doubled, including 
Izod/j.g. Lacoste Alligator emblem shirts. 

Results in women’s apparel were mixed. Izod 
for Her, David Crystal’s new line of updated 
sportswear for younger women, had an excellent 
reception in its initial season. Due to weak market 
conditions, the David Crystal dress operation was 
discontinued. Although the Picato line of women’s 
sportswear received good acceptance following its 
introduction in the fall of 1974, it failed to gener- 
ate profitability and was discontinued. Kimberly 
experienced disappointing sales as a result of soft- 
ness in its traditional knit market. Product lines, 
however, have been strengthened, with two new 
lines, Kims and Avanzara, scheduled to be intro- 
duced this fall. Kims is an updated collection 
aimed at younger women. Avanzara is an updated 
sportswear collection. 

General Mills’ Specialty Retailing Group was 
substantially ahead of fiscal 1976 both in sales and 
earnings. Emphasis during 1977 was placed on 
building management teams in the company’s sub- 


sidiaries, evaluating the market position of each 
operation and determining strategic directions. 
Implementation of plans to take advantage of mar- 
ket and operational opportunities will dominate 
fiscal 1978. 

Eddie Bauer experienced significant increases in 
sales and earnings, opening its ninth store in subur- 
ban Seattle in October. New stores will be opened 
in Spokane, Edmonton and Calgary by fall, 1977. 
Three new LeeWards stores were opened in Cleve- 
land, Chicago and Milwaukee as LeeWards’ sales 
and earnings improved. LeeWards, now with 31 
stores, competes in a growing crafts and hobbies 
market which annually exceeds one billion dol- 
lars in sales. Emphasis in fiscal 1978 will focus on 
upgrading product assortment and remodeling and 
relocating some existing stores. The Talbots’ sales 
of women’s wear also experienced good growth. 


Wallpapers To Go Expands 
Company Role in 
“Do-It-Yourself” Market 


In March, General Mills acquired Wallpapers To 
Go, operators of 11 self-service stores on the West 
Coast in a flexible wall coverings market with an- 
nual sales approaching a billion dollars. Designed 
for the do-it-yourself market, Wallpapers To Go 
stores have extensive and liberal customer service 
policies, providing assistance on how to hang 
wallpaper via in-store video tape presentations 
and live demonstrations. Expansion plans call for 
14 new stores in California and in Portland, Phoe- 
nix, Dallas and Houston during the coming year. 

General Mills’ Travel Group demonstrated over- 
all improvement. Olson-Travelworld reported 
profitable operations and a positive sales trend. 
Intraworld Incentives added new accounts in mar- 
keting incentive travel programs to corporations. 

In the furniture area, General Interiors experi- 
enced disappointing results and underwent a 
change in management. The Pennsylvania House 
line initiated a new merchandising program, seek- 
ing to strengthen dealer affiliations by providing 
innovative marketing services. The unprofitable 
Brown Saltman Division was closed. As the new 
fiscal year began, new order bookings were up, 
having reached their highest level since October, 
1974. Significantly improved results are antici- 
pated for fiscal 1978. 
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Social Responsibility 


Companies, like individuals, are members of the 
community. And like individuals, they are better 
citizens if they are concerned, involved and active. 
General Mills has long held this to be true, and 
places great value on its role as a corporate citizen 
in every community in which it is located. 

Efforts are made to integrate each subsidiary’s 
activities into the local community, to identify 
with appropriate local issues and to contribute to 
the economic and social development of the com- 
munity involved. 

General Mills believes that, as a business, its 
first priority is to provide quality products at a 
fair price. Providing goods and services is the com- 
pany’s function; guaranteeing their value is its on- 
going commitment. 

In addition, the company has sought out, and 
continues to seek, areas in which it can provide 
not only monetary support, but also guidance 
based on the expertise acquired through the suc- 
cessful operation of a large and growing business. 

It was with this in mind that General Mills first 
became involved with Stevens Court, Inc., a cen- 
tral city rehabilitation project in Minneapolis. The 
restoration, in an area comprised predominantly of 
multi-family dwellings over 40 years old, continues 


to attract interest both in the Twin Cities and 
throughout the country. Representatives of organi- 
zations and companies have come to “tour” the 
project seeking to learn from this experience in 
which private industry has provided managerial 
guidance and funds to restore solid, attractive 
older apartment buildings for low and moderate 
income people. General Mills, which has a 65.5 per 
cent interest in Stevens Court, Inc., has invested 
approximately $3 million in the project. 


General Mills Foundation 
Giving Increases 25% 


In addition, General Mills continues financial 
support of various educational, civic, cultural, 
health and welfare programs. In fiscal 1977, 
$4,500,000 was transferred to the General Mills 
Foundation by the company and its subsidiaries. 
Grants by the Foundation totaled $3,272,000 dur- 
ing the year, an increase of 25 per cent over fiscal 
1976. Direct contributions of $710,000 were also 
made by the corporation and its subsidiaries. The 
General Mills Search for Leadership in Family Liv- 
ing provided $110,000 in college scholarships. 

Other activities included partial sponsorship of 
a new children’s television series termed ‘“‘revolu- 
tionary” in the current approach to programming 
for children. After its debut last fall, the program, 
Rebop, was hailed by critics as one of the most 
innovative and entertaining of its kind. The Parker, 
Kenner and Fundimensions divisions of the com- 
pany’s Fun Group provided a grant of $200,000 
toward production. As a part of the continuing 
effort to promote and support quality entertain- 
ment for young people, the company launched the 
General Mills Radio Adventure Theater. The series, 
endorsed by the National Education Association, 
presents tales from classic works of literature, 
history and modern life. 

This year, General Mills became the first food 
company to receive the Health Advancement 
Award of the National Kidney Foundation. The 
company makes available a number of products 
for people with kidney disease and others requir- 
ing low protein diets. Extensive contributions had 
also been made by General Mills to the Mayo Clinic 
Renal Diet Cookbook. 

The concept of social responsibility is, of course, 


maintained within the company as well as in the 
community. 

The General Mills energy conservation program 
continued to show significant progress, effecting a 
$2 million savings in energy consumption for the 
six months ending December 31, 1976, compared 
to the same period of the 1972 pre-oil-embargo 
year. This was achieved despite one of the coldest 
fall seasons on record in most parts of the country. 
Although numerous industrial plants were shut 
down in the East and South this January because 
of natural gas shortages, General Mills, with ade- 
quate stand-by fuels, experienced no significant 
interruptions to production. The federal industrial 
energy conservation program has, among other 
things, established an energy conservation target 
of 12 per cent to be met by the food industry by 
1980. General Mills’ reports to government demon- 
strate conservation achievement already in excess 
of that target. In addition, General Mills carefully 
monitors controls on air, noise, water and solid 
waste pollution. The Minneapolis commuter van 
program achieved a 10 per cent increase in rider- 
ship over the year and now has 20 vans transport- 
ing 220 people to and from work. 

General Mills continues to take an aggressive 
approach to affirmative action. At the end of fiscal 
1977, 17 per cent of total U.S. based employees 
were minority group individuals and more than 51 
per cent were women. In the past four years, the 
total number of people in “exempt” managerial or 
professional positions has increased by 39 per 
cent. In that same period, the number of minorities 
in that classification has increased by 122 per cent 
and the number of women has increased by 138 
per cent. 

Affirmative action concerns in the areas of em- 
ployment of qualified handicapped individuals, 
Vietnam-Era veterans and older workers also re- 
ceived attention during fiscal 1977. 

In 1977, the Consumer Center commissioned, 
completed and released its second report on the 
American family entitled, Raising Children in a 
Changing Society. The report focuses on families 
with children under 13 years of age and how par- 
ents are coping in this time of rapid social change. 

Results of the study pointed out specific needs 
of families which will form the basis for activities 
in the coming year. The report itself has been wide- 
ly reviewed by the press and is the subject of great 
interest to educators, social scientists, religious in- 
stitutions and government. 


Consumer Response, a segment of the Consumer 
Center, has developed a new technology which 
will now make it possible not only to reply to 
most consumer mail within 72 hours, but also to 
insure that all consumer comments are immedi- 
ately available for action by management. 


Nutrition Education 
Prominent During Year 


Strong emphasis has been placed on the com- 
munication of factual data about the American 
diet to key thought leaders, mass media, health 
professionals and legislators who influence public 
opinion, policy and legislation regarding nutrition. 

The Nutrition Department initiated publication 
of a nutrition newsletter, Contemporary Nutrition, 
distributed once a month, free of charge, to near- 
ly 100,000 food and health professionals. Capitol 
Commentaries, a one-page monthly newsletter on 
current topics in food and nutrition of legislative 
significance, is modified from Contemporary Nutri- 
tion and mailed each month to federal and state 
legislators, thought leaders and key departments 
in the federal government. 

Recently, the Big G Division sponsored a nutri- 
tion symposium in New York City entitled Com- 
municating Nutrition ... Helping the Consumer 
Understand. For the symposium, the Nutrition De- 
partment analyzed more than 32 recent market 
research studies to compile A Summary Report on 
U.S. Consumer Knowledge, Attitudes and Prac- 
tices About Nutrition. General Mills’ Dr. Ivy Cel- 
ender and G. Burton Brown participated in the 
symposium along with other experts in the field 
of nutrition from around the country. More than 
135 health professionals and representatives of 
the media attended. 

It is the policy of General Mills to encourage all 
of its employees to serve their communities with 
personal time and talent. General Mills men and 
women serve as members of city councils, school 
boards and county commissions as well as in roles 
of leadership in countless civic programs. 

General Mills continues to act on the belief that, 
in today’s world, commitments to society beyond 
philanthropy are required to discharge the debt 
that every corporation owes to the social order 
which has provided it with the freedom to serve 
and the opportunity to grow. 
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Advertising and Research 
Investments 


Expenditures during the year for advertising 
media were $145,600,000, compared to $111,400,000 
in 1976, an increase of 30.7 per cent. Approximate- 
ly one-half of this $34,200,000 increase was due to 
rising media costs from fiscal 1976 to fiscal 1977. 
The remainder, together with increased expendi- 
tures for consumer trade promotion, reflects the 
company’s continuing efforts to build sales volume 
and to improve the market share positions of Gen- 
eral Mills’ products and services. 

Increased investment for research and develop- 
ment during 1977 further reflects the company’s 
commitment to growth. Expenditures were 
$29,900,000 in 1977, an increase of 16.3 per cent 
over last year. The importance of investment in 
research and development is illustrated by the fact 
that 25 per cent of the company’s 1977 sales is at- 
tributable to new products introduced within the 
past five years. 


Finance and Capital Investments 


General Mills’ shareholders benefitted from two 
increases in the common stock dividend during 
the year. Effective with the payment of August 1, 
1976, the Board of Directors voted to increase the 
quarterly rate two cents to 19 cents per share, and 
subsequently to 22 cents for the payment of May 1, 
1977. Together, these increases reflect a 20 per 
cent increase to 79 cents in dividends paid per 
share, up from 66 cents in fiscal 1976. At 22 cents 
quarterly, the current dividend represents an an- 
nual rate of 88 cents. 

In March, 1977, the company made open market 
purchases of 560,000 shares of its common stock 
for $16,350,000. The purpose of the program was 
to replace, on a share-for-share basis, those shares 
issued for the acquisition of York Steak House 
Systems. 

Gross expenditures for new plant and equip- 
ment were a record $117,085,000, exceeding the 
prior year’s outlay by 24 per cent. Food operations, 
excluding restaurant activities, accounted for 45 
per cent of new capital expenditures with addi- 
tional cereal capacity being the most important 
factor. The balance of new investments consisted 
of 27 per cent for restaurants, 23 per cent in con- 
sumer non-food areas and five per cent in specialty 
chemicals. 

For the year, short-term borrowings required to 
meet seasonal working capital needs averaged 
$39,475,000. Domestic funding was effected 


through sale of commercial paper and international 
borrowing from foreign banks. Interest expense 
declined $2,661,000, or 9.1 per cent, primarily 
because of reduced borrowing levels and lower 
short-term interest rates. To ensure alternative 
financing, the company maintained domestic credit 
lines aggregating $75,000,000 with 12 banks. 

Return on average shareholder equity improved 
to 17.1 per cent compared with 16.7 per cent in 
fiscal 1976. The growth in equity of $84,625,000, 
together with a small decline in corporate debt, 
reduced the year-end total debt to capital structure 
ratio to 29.8 per cent from 32.6 per cent in fiscal 
1976. Return on total average capital employed in 
the business increased to 13.2 per cent from 12.3 
per cent a year ago. 

The $5,500,000 loss due to devaluations of the 
Mexican peso was the only material foreign ex- 
change gain or loss incurred during the year. The 
company maintains a policy of financing foreign 
seasonal working capital requirements locally 
wherever practical. 


Industrial Relations 


The sound relationship which has existed for 
many years between General Mills and the 25 in- 


ternational and independent unions representing 


its employees in 74 U.S. and Canadian bargaining 
units continued during the fiscal year. Twenty- 
seven labor contracts were renegotiated during the 
period, with only one work stoppage, an 11-day 
strike by Kenner employees in Cincinnati. 

Training of supervisors and managers in effec- 
tive human relations, contract administration and 
employee job safety continued to receive heavy 
emphasis in both parent company and subsidiary 
operations. Intensive efforts to promote safe con- 
ditions and safe work practices resulted in an acci- 
dent prevention record significantly better than 
those reported by the National Safety Council for 
general industry and for the specific industries in 
which General Mills competes. 

Wage bargaining will be relatively heavy during 
the first half of fiscal 1978, with the expiration of 
two-year agreements at many of the company’s 
key food plants. The Master Agreement with the 
American Federation of Grain Millers, covering 
fringe benefits and working conditions for some 
3,900 company employees in 19 bargaining units, 
will be renegotiated in the latter part of the year. 
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Management 


Managing for long-term success is inextricably 
tied to effective leadership. Since issuance of last 
year’s annual report, a number of management 
changes have occurred to ensure a management 
team capable of sustaining the company’s record 
of progress. 

E. Robert Kinney, President since 1973 and Chief 
Executive Officer since June, 1976, was elected 
Chairman of the Board by the Board of Directors. 
Kinney succeeded James P. McFarland, who re- 
tired on February 1 upon reaching the normal re- 
tirement age of 65. McFarland continues to serve 
General Mills as amember of the Board of Directors. 

H. Brewster Atwater, Jr., was elected President 
to succeed Kinney. Atwater has served as the com- 
pany’s Chief Operating Officer since June, 1976. 

Donald F. Swanson, Senior Executive Vice Pres- 
ident, Consumer Non-Foods, was elected Chief 
Financial Officer, replacing James A. Summer, who 
resigned from management and from the Board 
of Directors. Swanson has functioned in a broad 
range of senior operating and administrative roles 
during his 28-year career with the company. In 
his new position, Swanson has responsibility for 
seven staff areas: Control, Finance, Corporate 
Planning, Taxes, Corporate Growth, Engineering 
Policy and Real Estate. James L. Weaver, Assistant 
Treasurer since 1971, was elected Treasurer of the 
company and appointed a Vice President. He suc- 
ceeded Henry H. Porter, Vice President-Finance 
and Treasurer, who resigned. 

Robert K. Swanson was elected Executive Vice 
President in June, 1977, with responsibility for the 
company’s Craft,Game & Toy, Fashion and Travel 
Groups. Among other assignments, Swanson has 
headed General Mills’ European food operations 
and has served as Group Vice President for Con- 
sumer Foods. George B. Stephan was named Vice 
President-Control and Administration for Robert 
Kk. Swanson’s areas of responsibility. 

Within the Consumer Foods Group, Preston 
Townley was named a Group Vice President 
responsible for General Mills Europe, the Golden 
Valley Division and Marketing Services. Robert 
W. Hatch, Vice President, was appointed General 
Manager of the Big G Division, replacing Townley. 
Charles W. Gaillard was named Golden Valley 
Division General Manager and appointed a Vice 
President. Fletcher C. Waller, Jr., was named Vice 
President and Director of Marketing Services. 
Thomas J. Lee, Director of Purchasing, was ap- 
pointed General Manager and Vice President of 


the Procurement Division, succeeding Darry]l J. 
Woodland, who retired after more than 37 years 
of service. Patrick J. Smithwick was appointed a 
Vice President and Director of Trade Policy and 
Customer Relations, replacing Gordon W. Ryan, 
who retired after 36 years. 

James H. Ruben was named Group Vice Presi- 
dent with continuing responsibility for the Special- 
ty Retailing Group and additional responsibility 
for furniture operations. Larry P. Kunz was named 
President of LeeWards Creative Crafts, and Wes- 
ley W. Harris was named President and General 
Manager of Eddie Bauer, Inc. 

A. Thomas Vernon, President of Parker Broth- 
ers, Canada, was appointed a Vice President. 
James T. Boosales, formerly Director of Marketing 
at Parker Brothers, became President of Fundi- 
mensions. William D. Hawfield became General 
Manager of Bowers & Ruddy Galleries, Inc. 

Norman Gatof was appointed President of 
Monet Jewelers. William O’Brien was named 
President of the Kimberly Division. Kimberly’s 
founder, Jack Lazar, retired, as did Vincent dePaul 
Draddy, Chairman of the Board of David Crystal. 

Among other management changes, James S. 
Fish, a General Mills veteran of 38 years, was 
elected Senior Vice President for Consumer Com- 
munications and Community Relations with re- 
sponsibility for Public Relations, the Consumer 
Center and Social Action and Community Rela- 
tions. Dean Belbas, Director of Financial Commu- 
nications, and Dr. James L. Craig, Medical Director, 
were named Vice Presidents. David E. Kelby was 
appointed Director of Corporate Growth, effective 
September 1, 1977, replacing John T. Gerlach, Vice 
President, who resigned to enter private business. 

At the James Ford Bell Technical Center, Dr. J. 
Robert Roach, Vice President, Director of Research 
and Development, Food Activities, retired in Octo- 
ber after 33 years. Guy W. LaLone, Group Director, 
Engineering and Administrative Services, was ap- 
pointed a Vice President. 

In September, Milton Perlmutter was elected to 
General Mills’ Board of Directors. Perlmutter is 
President of Supermarkets General Corporation, a 
position he has held since 1963. 


Legal Matters 


A discussion of legal matters is contained in 
Note 14 of Notes to Consolidated Financial State- 
ments on page 35 of this report. 


General Mills Consolidated 


Results of Operations — cenerat MILLS, INC, AND SUBSIDIARIES 


See accompanying notes to consolidated financial statements. 


Fiscal Year Ended 
May 29, 1977 May 30, 1976 
(52 Weeks) (53 Weeks) 
(in thousands) 
SUAMuL BS? ola Ghsrtiatd Bie Seay Be See ee a en an a en eee $2,909,404 $2,644,952 
COSTS AND EXPENSES: 
Costs of sales, exclusive of items shown below .................. 1,786,210 1,654,169 
Depreciation expense: (NOtG1-B) 2.5586 odes eat ces ee wee eels 46,206 45,006 
MnenruzatOneexnemse (NOt =D), tea. 4. mie shored cei oa ce bo o-4 «Wiens aes 1,919 70d 
PRIVEE Ste MOTI SC mmmrg eer apn od AOR t sh hsalieo ana later dinievee ace. 6 sithve v's 26,739 29,400 
Contributions to employees’ retirement plans (Note 9) ............ 20,617 17,903 
Prommsnaringidistripution (Note 10) 0%... .e.ck ed vhs beeen we fe os 4,275 3,027, 
Selling, general and administrative expenses ..............0e.000: 794,846 692,985 
LOLAL GOST S-AND EXPENSES)... 0s «04sec mess cae tne: 2,680,812 2,444,691 
EARNINGS BEFORE TAXES ON INCOME 
PMGEO Ie mE eiM GSO WI) DElOW sc cd, cain oreo aids ties ane ae Ce eB ae ws 228,592 200,261 
AS ESiON INGOME [INOte 11) 2 00. cos oe aes boa See eele nes cave es (112,119) (99,964) 
OTHER ITEMS: 
Add share of net earnings of 20-50% owned companies ........... 1,481 1,094 
Deduct minority interests in net earnings of 
Consolidated ecUOsiClarics 20; awe. 40s ee ene era ae 2 (920) (853) 
IN MBG TAOIN UN Gr ge te tee ree ne sr awe ewe alain e eee erates eee als $ 117,034 $ 100,538 
EARNINGS PER COMMON SHARE AND COMMON SHARE 
BROULVALEN TeINOtestel cise ces nse sce sae eee eters $ 2.36 $ 2.04 
Average number of common shares and common share 
GUUIVAleT iss INOtG mle] fee sels ac. accsw ete ic ons Soc ene shee SigePeleony ects a aatot ae 49,572 49,203 
Earnings Employed in the Business: Heel ery eels 
May 29, 1977 May 30, 1976 
(52 Weeks) (53 Weeks) 
(in thousands) 
RETAINED EARNINGS AT BEGINNING OF YEAR .................. $ 469,009 $ 401,011 
ADD INE AR NINGS FORM HEY EA Re recipe tanebeeteyaite Poets on iere. bae 117,034 100,538 
DEDUCT DIVIDENDS ON COMMON STOCK: 
$0.79 per share in 1977 and $0.66 per share in 1976 ................ (39,083) (32,391) 
DEDUGISO Genes US MENS: epi are eae nec ssa epee — (149) 
RETAINED EARNINGS AT END OF YEAR (Note 6) ................. $ 546,960 $ 469,009 
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General Mills 


Consolidated Balance Sheets 


ASSETS 
May 29, 1977 May 30, 1976 
CURRENT ASSETS: (in thousands) 
Gash: (Note 5) sac tee eis as A ate aye sc Ree $ 14,794 $ 4,478 
Marketable securities (at cost, approximates market value) ........ V0el 77,301 
Receivables: 
GUSLOMCES Ror renee ke deie's ies oie oh are oso sce em en 222,997 199,966 
Miscellaneouss3 ok 3 oso oe hina ee ee eee 16,983 22,425 
239,980 222,391 
Less allowance for:possible losses .........- 5... eee (8,373) (6,428) 
231,607 215,963 
Inventories: (Notes 1-Geand 4) ©... ....222.6.5 42k eee 425,832 353,654 
Prepaid. expensesese c)areiee 62d. ace £.4e aie eee 33,640 21,351 
TOTAL GURRENT ASSETS «20 ck ee ee ee 713,394 672,797 
OTHER ASSETS: 
Land, buildings and equipment (Note 1-B): 
Lari ses os fan dee. a meng dv tye Ee a 49,127 41,806 
Buildings Posse awadig oes ee ee Re ee 291,882 256,570 
ESQUIDPMON nc ye ois cei oc ahs eee ee eee er eee rere 435,324 393,265 
Gonstructionsin: progress <2. a | sae ee ee 52,751 47,621 
829,084 739,262 
Less,accumulatedsdepreciation sc. sess 1 renee eee (289,003) (267,770) 
540,081 471,492 
Miscellaneous assets: 
Investment in 20-50% owned companies (Note 1-A) ......... 11,081 11,339 
OUR eric eee et cia g Veda ae ried Se oe ee ee eee 22,473 23,071 
33,554 34,410 
Intangible assets (Note 1-D): 
Excess of cost over net assets of acquired companies ......... 150,416 138,802 
Patents, copyxightsiand other intangiblesw...-- ene ee 9,826 10,695 
TOTAL OTHER VASSETS cee ott siectetr toe oe re eee 733,877 655,399 
FOTAL ASSETS 3 ee a eee $1,447,271 $1,328,196 


See accompanying notes to consolidated financial statements. 


GENERAL MILLS, INC., AND SUBSIDIARIES 


LIABILITIES AND STOCKHOLDERS’ EQUITY 
May 29,1977. May 30,1976 


CURRENT LIABILITIES: (in thousands) 
PORE SDAV EDIE TINOLEION mettre ayia naceay oti toasts: oaiebeve.ayetk Weed npnnvo eine o 27,725 $ 24,098 
Surcrent portion-Ol LONe-tELMGeEDt yin steer oa ae eiiieen e eee 3,435 4,405 


Accounts payable and accrued expenses: 


PYCCOUULSIPAY Able (LAGE 2, aches an sic s oe ces Hip alsie were Meee 234,147 194,622 
Mecounts payanle miscellaneous ais. > seas Mi nee eee 43,779 46,671 

EY COPUCCRDAY TOL Mercurian etna ernest, csr orestuak eevee eae oon eres 36,090 29,933 
PENOCTICU SI CCEC SUM reer ent Fes cen chest nie aye hots oy 2 3 escheat epety 5,380 5,546 
319,396 270,112, 

EEE CUNL AK COs Puree ery oo. ie ce Sela es eae PR Rte cae rae Sheena Oe 61,380 69,045 
Nit paAccounts 01 Ollicers and. employees ..4..2.2.4.00-- 4. a. oes. 3,269 So o00 
TOTAL TGCURRENT LIABILITIES 22. 5.66.2 0s dg3 von 0 ee 415,205 377,683 


OTHER LIABILITIES: 


Long-term debt, excluding current portion (Note 6) ............... 276,136 281,763 
Deferred Federal income taxes (Note 1-H) ...................4.- 14,834 146231 
Bererrec compensation wesw wasn oko hile Sea eke eae 7,529 6,442 
Other iabilities‘and: deferred credits: <2... 4.2 epaawe ee ber os. 3,400 Seda 
301,899 305,209 

TOTAL LIA BILUTIES ws viene osc § factsisic.t6) <a ices aac ote a ete 717,104 682,892 

ELINOR EDV GIN LER Poet oS ccna reise ta sass sal me ne ages eee ye a ae es 5,297 5,059 


STOCKHOLDERS’ EQUITY: 


Common stock, (NOt@s 7and:O). a.0.-0 bese: oc 2 ton 2 ee oe 192,475 172,897 
Retained earnines a NOLeIO) ix. ake oar ee ae kas reared i: 546,960 469,009 
Less common StOCk il) 1 feASULy, at COSt @ 6 ~~ sees penn rho (14,565) (1,661) 

LOPAL STOCKHOLDERS: EQUITY. 3 .....< -.bete a ok hee Teese 724,870 640,245 


COMMITMENTS, LITIGATION AND CLAIMS (Notes 2, 12, 13 and 14) 


TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY ............... $1,447,271 $1,328,196 
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Mills : 
Consolidated Changes 
in Financial Position GENERAL MILLS, INC., AND SUBSIDIARIES 
Fiscal Year Ended 
May 29, 1977 May 30, 1976 
(52 Weeks) (53 Weeks) 
WORKING CAPITAL PROVIDED BY: (in thousands) 
Wet Sarit fo 93ers es ee ce Son diades aoe ee $117,034 $100,538 
Add non-cash items: 
Depreciation and amortization ................ 48,125 46,707 
Discontinued operations. .202\..) Ss. so seoe ea (2,036) 6,494 
Writeolis of gnaw: sic 06.535 ccusaeeeeese 256 2,476 
Deferred Federal income taxes ................ 5,134 (3,376) 
Ober LS a Sn ba eee eee eee 5,692 361 
Working capital provided from operations .. 174,205 153,200 
Proceeds from long-term debt issued ............... 2,744 834 
Common stock 1800 26. cock o> ceca wie as seme eee 19,261 7,500 
Sale of stock upon exercise of 
options and profit sharing plans ................ 3,763 3,788 
Other sourtes copes euine cx fee ano eee cee 3,576 4,577 
TOTAL WORKING CAPITAL PROVIDED ...... 203,549 169,899 
WORKING CAPITAL USED FOR: 
Gross additions to buildings and equipment ......... $117,085 $94,442 
Less proceetis Troi Ones: oes oes cubs we eeree (9,515) (12,637) 
Net additions to buildings and equipment ......... 107,570 81,805 
Purchase price of businesses ...................... 22,423 10,789 
Less working capital acquired ................... (1,906) (2,683) 
Balance: «2.09075 ees ee wabion saoe as Seve eee 20,517 8,106 
Consisting of — Fixed assets .................... 11,616 5,166 
— Intangibles and miscellaneous 
Li | a eee ae Meera: peme Br |: 13,766 7,173 
— Long-term debt ................. (4,558) (3,032) 
— Minority interest ................ 522 (1,075) 
RIMMER ole. 205.5 ce wc pap ir (829) (126) 
Dividends 22735 e4-2ee eo es ook a a eRe 39,083 32,391 
Reductions of long-term debt ................... 13,236 25,376 
Common stock repurchased .................... 16,350 — 
COGr SOS: feed os ots ko ns bse ewe wee eee 3,718 3,946 
TOTAL WORKING CAPITAL USED .......... 200,474 151,624 
NET INCREASE (DECREASE) IN WORKING CAPITAL 3,075 18,275 
Consisting of — Cash and marketable securities ... (59,514) 71,861 
SER PCPIVRINES: ooo crede sine deekware 15,644 2,382 
A CIR, ous eo eee eh eeue 72,178 7,747 
~ PAYA 4.2. ces So ce ete hee exces (37,522) (64,149) 
=> (JUN se ov ose cx ee ewe 12,289 434 
WORKING CAPITAL AT BEGINNING OF YEAR ..... 295,114 276,839 
WORKING CAPITAL AT END OF YEAR ............. $295,114 


$298,189 


See accompanying notes to consolidated financial statements. 
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Mills 


Notes to Consolidated Financial Statements 


May 29, 1977, and May 30, 1976 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Significant accounting policies followed in prepar- 
ing the consolidated financial statements are sum- 
marized below. These policies conform to generally 
accepted accounting principles and have been con- 
sistently applied. 


A: CONSOLIDATION 


The consolidated financial statements include the 
following domestic and foreign operations: (1) par- 
ent company operations and 100% owned sub- 
sidiaries; (2) majority-owned subsidiaries; and (3) 
General Mills’ investment in and share of net 
earnings or losses of 20-50% owned companies. 


All significant intercompany items have been elim- 
inated from the consolidated financial statements. 


The fiscal years of foreign operations generally end 
in April. 


B: LAND, BUILDINGS, EQUIPMENT AND 
DEPRECIATION 


Land, buildings and equipment are stated substan- 
tially at cost. 


Part of the cost of buildings and equipment is 
charged against earnings each year as depreciation 
expense. This amount is computed primarily by 
the straight-line method, which means that equal 
amounts of depreciation expense are charged 
against operations each year during the useful life 
of an item. For tax purposes, accelerated methods 
of depreciation are used which provide more de- 
preciation expense in the early years than in the 


later years of the life of the item. The related tax 
effect for accelerated depreciation is reflected in 
“deferred federal income taxes.” 


The useful lives employed for computing deprecia- 
tion on principal classes of buildings and equip- 
ment are: 


SARIN pee is (2s 5 iis Sedo oe 20-50 years 
Machinery and equipment ...... 5-25 years 
Office furniture and equipment .. 5-10 years 
Transportation equipment....... 3-12 years 


General Mills’ policy is to charge maintenance, 
repair and minor renewal expenses to earnings in 
the year incurred and to charge major improve- 
ments to buildings and equipment accounts. When 
major items are sold or retired, the accounts are 
relieved of cost and the related accumulated de- 
preciation. Gains and losses on assets sold or 
retired are credited or charged to results of 
operations. 


C: INVENTORIES 


Grain and flour inventories are valued at market, 
and are adjusted to include unrealized gains and 
losses on open purchase and sale contracts. 


Certain domestic inventories are valued at the 
lower of cost (determined by the LIFO method) 
or market. See Note 4 for the amount of inven- 
tories valued by the LIFO method. 


Other inventories are generally stated at the lower 
of cost (determined by the FIFO method) or market. 
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Notes to Consolidated Financial Statements (continued) 


D: AMORTIZATION OF INTANGIBLES 


The costs of patents and copyrights are amortized 
evenly over their lives by charges against earnings. 
Most of these costs were incurred through pur- 
chases of businesses. 


“Excess of cost over net assets of acquired com- 
panies” (“excess cost’’) is the difference between 
purchase prices and the values of assets of busi- 
nesses acquired and accounted for under the pur- 
chase method of accounting. Any ‘excess cost” 
acquired after October, 1970, is amortized over not 
more than 40 years. Annually, the Audit Commit- 
tee of the Board of Directors reviews these in- 
tangibles and reduces their balances if the values 
have diminished. At its meeting on May 23, 1977, 
the Board of Directors confirmed that the remain- 
ing amounts comprising the ‘‘excess cost’ have 
continuing value. Because of low earnings and sig- 
nificant organizational changes in the company’s 
travel venture, ‘excess cost” in the amount of 
$2,400,000 (both before and after taxes) was 
charged against earnings during the second quarter 
of fiscal 1976. 


E: RESEARCH AND DEVELOPMENT 


All expenditures for research and development are 
charged against earnings in the year incurred. The 
charges for fiscal 1977 and 1976 were $29,900,000 
and $25,700,000, respectively. 


F: RETIREMENT EXPENSE 


The company has numerous retirement plans, as 
described in Note 9. The annual retirement ex- 
pense for the plans includes both (1) the current 
year’s normal cost and (2) prior-year costs. The 
prior-year costs include interest on unfunded bal- 
ances, plus amortization of the unfunded balance 
over periods of up to 40 years. 


The plans use different actuarial methods of esti- 
mating these costs. In addition, each plan’s as- 
sumptions (such as turnover rates or future salary 
levels) may vary, according to the circumstances 


of the individual plan. Certain changes were 
made in these methods and assumptions in both 
fiscal 1977 and 1976. In addition, some benefit in- 
creases were made in both years, and varied pen- 
sion fund investment results were experienced. All 
of these factors influenced the amount of retire- 
ment expense charged to operations in each year, 
thereby affecting comparability. See Note 9 for ad- 
ditional details. 


G: FOREIGN EXCHANGE 


In fiscal 1977, the company made minor changes 
to conform to new accounting rules for foreign ex- 
change, as prescribed in Standard #8 of the Finan- 
cial Accounting Standards Board. The differences 
between accounting principles followed by the 
company in 1977 and 1976 were not material. 


Standard #8 requires all companies to use the 
same accounting principles for the translation of 
foreign-currency financial statements. In brief, for- 
eign balance sheet accounts are translated into 
U.S. dollars at year-end exchange rates except 
for such accounts as inventories, land, buildings, 
equipment and capital stock, which are translated 
at the rates which were in effect when the items 
were acquired. Monthly income and expense 
amounts are translated at month-end rates, except 
that depreciation and cost of sales are translated 
at the same rate as the related assets. All gains and 
losses from translation procedures (and open for- 
ward exchange contracts) are credited or charged 
to income immediately, without deferral. 


H: INCOME TAXES 


Investment tax credits are accounted for by the 
“flow-through” method. Taxes on income are thus 
reduced by the amount of credit arising during 
the year. 


Deferred income taxes result from timing differ- 
ences between income for financial reporting pur- 
poses and tax purposes. These differences relate 
principally to depreciation, bad debts and discon- 
tinued operations. 


General Mills 


Notes to Consolidated Financial Statements (continued) 


The company accrues estimated income taxes 
payable on those earnings of foreign subsidiaries 
which are intended to be remitted to the parent 
company. See Note 11 for additional details. 


I: EARNINGS PER SHARE 


The weighted average number of common shares 
outstanding and ‘‘common share equivalents” are 
totaled in determining “earnings percommon share 
and common share equivalent.” The common share 


2. ACQUISITIONS 


equivalents represent potentially dilutive common 
shares as follows: (1) shares of common stock 
(102,519 in 1977 and 93,000 in 1976) reserved for 
issuance upon exercise of outstanding stock op- 
tions; and (2) treasury shares reserved for issuance 
under an incentive compensation plan (59,031 in 
1977 and 64,398 in 1976). 


J: REPLACEMENT COST INFORMATION 


See page 42 for a discussion of unaudited replace- 
ment cost information. 


The company made the following significant acquisitions during the past two fiscal years: 


Fiscal Year 1977 Ownership 
ericored GhHOUSeY 1s eee Sie een 100% 
Wialtpapers: Fo:GoOr eis eis hoeeiss OS. 100% 

Fiscal Year 1976 
Salton O0US. COT ns yates ees cis es 85% 
Glo per- Games 93.0 inns rr reewiok 100% 
EO OA | OVAL Cet eens eae nees talk yee stirs < 60% 


All of the above were accounted for by the ‘“‘pur- 
chase’ method. Following are the cash and 
common stock costs of these acquisitions, plus 
increased ownership in other partially-owned 
companies and additional payments under per- 
formance earnings agreements: 

Fiscal Year 


pA 1977 1976 
Acquisitions Sse a a 


£21 Gi RS $ 410,000 
668,339 (a) 


$2,111,000 
322,534 (b) 
Increased ownership 
in partially-owned 
companies 
and performance 
earnings payments (c) 


=AAGASH wet Posen ses $3,079,000 $1,041,000 
79,692 13,709 


(a) General Mills purchased all the common stock 
of York Steak House in exchange for 558,362 


Product or 

Date Acquired Major Product Group 
April, 1977 Restaurants 
March, 1977 Specialty Retailing 
March, 1976 Mixes, Family Flour, 

Seafoods & Other 

August, 1975 Toys 
July, 1975 Fashions 


shares of General Mills’ stock. Likewise, the 
company purchased 100% of Wallpapers To 
Go shares in exchange for 109,977 shares of 
General Mills’ common stock. Some minor ac- 
quisitions were purchased for cash. In addition, 
General Mills purchased Regal Toys of Canada 
for cash shortly after the close of the Canadian 
fiscal year (see Note 1-A). 


(b) General Mills acquired 60% of the outstanding 
shares of Foot-Joy, Inc., in exchange for 140,680 
shares of common stock and 85% of the out- 
standing shares of Saluto Foods Corp. for 
181,854 shares of common stock. Clipper Games 
and all outstanding Red Lobster Restaurant 
franchises were purchased for cash. 


(c) As of May 29, 1977, General Mills was con- 
tingently liable for up to $12,000,000 of addi- 
tional performance earnings payments. The 
amount of payments will depend on actual 
earnings achieved. 


ag 
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Notes to Consolidated Financial Statements (continued) 


Sales, costs and earnings of businesses accounted 
for as purchases are included in results of opera- 
tions from the dates of acquisition. In each of fiscal 
1977 and 1976, the impact on the company’s sales 


3. FOREIGN OPERATIONS 


Included in General Mills’ consolidated financial 
statements are amounts for foreign (non-U.S.) op- 
erations, as follows: 


1977 1976 
(in thousands) 
DALES wut ea ies cei.) ae crae $472,750 $433,823 
Netsearnings 214 g...e6)..0 oe 11,955 14,991 
Totalassets per 2e tots oe 323,292 289,876 
Netassetsmarneerr esc” 161,194 145,064 


4, INVENTORIES 
Following is a comparison of year-end inventories: 


May 29, May 30, 
1977 1976 


(in thousands) 
Grain, family flour and 


bakery lout ater ee $ 43,340 $ 38,798 
Raw materials, work in process, 
finished goods and supplies 
as follows: 
Valuedtat PIR Omens 169,910 148,112 
Valued primarily at FIFO 212,582 166,744 
Total¥inventories +70... $425,832 $353,654 


If the FIFO method of inventory accounting had 
been used in place of LIFO, inventories would have 
been $18,746,000 and $12,496,000 higher than re- 
ported at May 29, 1977, and May 30, 1976, respec- 


from these acquisitions in the year of acquisition 
was less than 1% of consolidated sales. Related 
earnings were not material. 


Substantially all investments in 20-50% owned 
companies included in the consolidated balance 
sheets and net earnings of 20-50% owned com- 
panies included in the consolidated results of oper- 
ations are for foreign operations. Significant for- 
eign operations are located primarily in Canada 
and western Europe. Foreign exchange gains and 
losses were not material in either 1977 or 1976, 
except for losses experienced as a result of fluctua- 
tions in the value of the Mexican peso. This is 
further described in Note 15. 


tively. See Note 1-C for a description of inventory 
valuation policies. During fiscal 1977, the LIFO 
method was adopted for the inventories of Foot- 
Joy, Inc. (a manufacturer of golf shoes). This had 
no material effect on earnings. 


The LIFO method is used for domestic inventories 
only. Such inventories include major food prod- 
ucts (exclusive of grain, family and bakery flour 
and restaurants), most game and toy inventories 
and certain chemicals inventories. Other domestic 
inventories on LIFO include LeeWards (home 
crafts), Monet (jewelry) and Foot-Joy (golf shoes). 


The total amounts of opening and closing inven- 
tories as used in determining consolidated costs 
of sales are as follows (in thousands): 


Maye 291977). es a ee one eer meacaeee $425,832 
Ma ys3 05.1976 oaks ite. ince: etn else eae 353,654 
Ma Ve2. 551 O75 pecs) ingen ht. vee 345,907 
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5. SHORT-TERM BORROWINGS 
The components of “notes payable” are as follows: 


12-MONTH WEIGHTED AVERAGES 
Average 


May 29, 1977 May 30, 1976 Interest Rates 
Interest Interest Outstanding 
Balance Rate Balance Rate In Fiscal’77  Fiscal’77 Fiscal ’76 
$20,896,000 11.3% $22,887,000 11.2% ..Banks (foreign) .. .$23,277,000 12.2% 13.1% 
Commercial 
6,000,000 5.6% — — paper (U.S.) .... 15,216,000 5.4% 6.6% 
829,000 4.8% 1,211,000 5.9% ..Miscellaneous .. 982,000 5.3% 6.4% 
$27,725,000 $24,098,000 otal." > ae $39,475,000 


The maximum amount of notes payable outstand- 
ing at any month-end during fiscal 1977 was 
$88,000,000 on September 30, 1976. 


The company maintains unsecured domestic credit 
lines to support its commercial paper, and to en- 
sure the availability of extra funds if needed. At 


May 29, 1977, the company had $75,000,000 of such 
domestic lines available, $71,000,000 of which was 
paid for by fees and $4,000,000 of which was sup- 
ported by 10% compensating balances (20% if the 
credit lines are used). The amount of the credit 
lines and the cost thereof are generally negotiated 
each year. 


May 29,1977. May 30,1976 

6. LONG-TERM DEBT (in thousands) 

7% sinking fund Eurodollar debentures, due November 1, 1980......... $ 12,057 $ 12,119 
Three 25-year 444% promissory notes of $10,000,000 each, 

diresMavel 1982 \lavy.1.1983, and May 1.1984. 9 sete cn eee: 30,000 30,000 
8% sinking fund Eurodollar debentures, due March 1,1986............ A 5elad2 16,040 
453% sinking fund debentures, due August 1, 1990................... 21,996 24,695 
87s % sinking fund debentures, due October 15, 1995.................. 83,028 82,993 
8% sinking fund debentures, due February 15, 1999.................. 98,593 98,528 
BSCE Ane OES URT Ae ton cilrc vec: 4 Fie Wate ahaa one ae ee eames 18,785 21,793 
279,074 286,168 
easeaMOUuntsraicmVAL NI NTOneRveaT ms) sade. air figacls A. Se. eo he ose ee 3,435 4,405 
$276,136 $281,763 


The above amounts are net of unamortized bond 
discount ($2,933,000 in 1977 and $3,180,000 in1976). 


The terms of the promissory note agreements place 
restrictions on the payment of dividends, capital 
stock purchases and redemptions. At May 29, 1977, 
$350,388,000 of retained earnings was free of such 
restrictions. 


The sinking fund and principal payments due 
on long-term debt are $3,435,000, $7,774,000, 
$17,089,000, $19,031,000 and $25,288,000 in fiscal 
years ending in 1978, 1979, 1980, 1981 and 1982, 
respectively. 
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7. CHANGES IN CAPITAL STOCK 


The following table describes changes in capital stock from May 25, 1975, to May 29, 1977: 


(dollars in thousands) 


Balance at May 25, 1975 
Stock option and profit sharing plans 


Shares issued — acquisitions 


Balance at May 30, 1976 
Stock option and profit sharing plans 
Shares repurchased on open market 


Shares issued — acquisitions 


Balance at May 29, 1977 


The shareholders also have authorized 5,000,000 
shares of cumulative preference stock, no par 
value. None of these shares was outstanding dur- 
ing either fiscal 1977 or 1976. If the shares are 
issued, the Directors may specify a dividend rate, 
convertibility rights, liquidating value and voting 
rights at the time of issuance. 


Some of the unissued shares of common stock are 


8. STOCK OPTIONS 


In September, 1975, the shareholders of General 
Mills, Inc., approved a new stock option plan. Un- 
der the plan, options for the purchase of 1,200,000 
shares of the company’s common stock may be 
granted to officers and key employees. The plan 
expires on August 31, 1980. The options may be 
granted subject to approval of the Compensation 
Committee of the Board of Directors, at a price of 
not less than 100% of fair market value on the 


ag esedue’. L016) \evde) ie) ce) 6: 01-6) 01) 's, euce, iw) 010 As loge we tel lecteliie 


Pies Re P aL Cy Lh 


Cee th tt 


Common Stock (70,000,000 shares authorized) 


$0.75 Par Value In Treasury 


Shares Amount Shares Cost 

48,899,332 $161,657 152,844 $ 2,179 
229,926 3,788 (22,618) (321) 
322,534 7,452 (13,709) (197) 
49,451,792 $172,897 116,517) “$4,664 
117,828 3,763 (22.729) wigan 
— — 560,000 16,350 
638,054 15,815 (109,977) (3,119) 
50,207,674 $192,475 543,811 $14,565 


reserved for the following purposes: 


Number of Shares 


May 29,1977 May 30, 1976 


Stock options 

outstanding .... 1,357,095 1,323,306 
Stock options available 

fOr Granta weaees 554,550 714,300 


date the option is granted. Options now outstand- 
ing include some granted under a previous stock 
option plan which has expired and under which no 
further options may be granted. Both plans pro- 
vide for termination of options at either five or 
10 years after date of grant, with certain excep- 
tions due to death, disability or retirement. Infor- 
mation on stock options is shown in the following 
table. 
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Average Per Share 


Total 
Fair Market Fair Market 
Shares Option Price Value Value 
Granted: 
11S RE CA ee era Bg rg OO 485,700 $30.98 $30.98 $15,047,000 (a) 
NOVA i nie ak Oa a eo nn aaa 180,700 29.38 29.38 5,308,000 (a) 
Became exercisable 
Bes AOE PN yg kc TY NAR Crain ac Ba 218,667 28.20 29.74 6,504,000 (b) 
TE cos at SS ROL fea Een Se RO nen 276,205 29.78 29.15 8,051,000 (b) 
Exercised: 
PCN OM eek igs SHITE, CE A ee Slate, 229,926 16.47 29.46 6,774,000 (c) 
IAT, sabe ctrmedcta’ a Ad ee Gente ner gen Ne aA P17 826 24.24 30.43 3,585,000 (c) 
Expired: 
eee retro eee Ch Sb SeeG 19,766 28.88 28.88 571,000 (a) 
DD te ae ea a en Tee a de ed hee eget PUL? Bok, Sh) cd Mats 29,083 30.05 30.05 874,000 (a) 
Outstanding at year-end: 
1976—to 355 officers and employees.... 1,323,306 28.49 28.49 37,704,000 (a) 
1977—to 335 officers and employees.... 1,357,095 28.95 28.95 39,282,000 (a) 


(a) At date of grant. (b) At date exercisable. 


(c) At date exercised. 


9. RETIREMENT PLANS 


The company and many of its subsidiaries have 
retirement plans covering most domestic and some 
foreign employees. Most plans provide for retire- 
ment at age 65 with benefits based on length of 
service and the employee’s earnings. A few plans 
provide for benefits based on accumulated contri- 
butions and investment income. 


In fiscal 1977, various plans improved their bene- 
fits and changed certain actuarial methods and as- 
sumptions. These changes increased 1977 expense 
by $500,000 over fiscal 1976. The expense for 1977 
was also increased $1,300,000 by the effect of ad- 
verse retirement fund investment performance in 
prior years. The balance of the 1977 increase was 
due to normal participant experience. 


By policy, the company funds with cash all retire- 
ment expense that it accrues. The company’s poli- 
cies for accruing costs are described in Note 1-F. 


The company has also estimated the current value 
of benefits for participants in its plans, attributable 
to employees’ services rendered to date. As of the 
latest available actuarial estimates (December 31, 
1976, for most plans), the market values of the 
plans’ assets and current value of participants’ 
benefits were estimated to be: 


As of December 31 


1976 1975 
Current value of 


participants’ 


benefits—vested ...$217,000,000 $192,000,000 


Current value of 
participants’ 


benefits—total ..... $234,000,000 $210,000,000 


Market value of assets 


imutrustaunas. ee $207,000,000 $171,000,000 
Unfunded vested 
benents =... $ 17,000,000 $ 28,000,000 
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The increase in the market value of the trust fund 
assets was due to both improved investment per- 
formance in 1976 and the company contributions 
made during the calendar year. 


The company has implemented most of the plan 
changes required by the “Employees Retirement 


10. PROFIT-SHARING PLANS 


General Mills and some subsidiaries have certain 
profit-sharing plans which function as incentives. 
These plans cover key individuals who have the 
greatest opportunity to contribute to current earn- 
ings and successful future operations. 


The awards under these particular plans generally 


11. TAXES ON INCOME 


The provision for income taxes is made up of the 


following: Fiscal Year 


1977 1976 
(in thousands) 


Federal taxes eee ence $ 90,873 $85,313 


Forelgnstaxcsaremea ctw sare 10,558 10,755 
State and local taxes ........ 10,612 10,298 
Deferred, taxes i<-eenne. ya. 5,134 (3,376) 
U.S. investment tax credit.... (5,058) (3,026) 


Total taxes on income ...$112,119 $99,964 


Deferred taxes result from timing differences in 
the recognition of revenue and expense for tax 
and financial statement purposes. The tax effects 
of these differences are as follows: 

Fiscal Year 


1977 1976 

(in thousands) 
Depreciation .:t.0 cee $ 2,699 $ 393 
Deferred compensation ...... (34) (139) 
Bad debtsiq7: sa eee (662) (121) 
Discontinued operations ..... 3,287 (2,997) 
Others tuner er ae eee (156) (512) 
Total deferred taxes ....$ 5,134 $(8,376) 


Income Security Act of 1974’’ (ERISA). The 
changes had no material effects on retirement ex- 
pense, as the company was already in substantial 
compliance with ERISA. The benefit and actuarial 
changes described above were made for reasons 
other than compliance with ERISA. 


depend on profit performance in relation to pre- 
established goals, and are mostly available in cash 
shortly after year-end. These plans and payments 
are approved by the Board of Directors upon rec- 
ommendation of the Compensation Committee. 
This committee consists of Directors who are not 
members of General Mills’ management. 


The effective tax rate is different from the statutory 
U.S. Federal income tax rate of 48% for the fol- 
lowing reasons: 


Fiscal Year 


19077 1976 
USestatutonverater... . eee 48.0% 48.0% 
State and local income taxes, 
net of Federal tax benefits. . 2.4 27 
Investment tax credit ....... (2.2) (435} 
Other 4 see eee 8 VE 
Effective income tax rate. 49.0% 49.9% 


Unremitted earnings of foreign operations amount- 
ing to $61,000,000 are expected by management to 
be permanently reinvested. Accordingly, no pro- 
vision has been made for additional foreign or 
U.S. taxes which would be payable if such earn- 
ings were to be remitted to the parent company 
as dividends. Provision has been made for addi- 
tional foreign and U.S. taxes on undistributed earn- 
ings in excess of this amount. These additional 
taxes were not material in either fiscal 1976 or 1977. 
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12. LEASE COMMITMENTS 


Rent expense was $22,040,000 in fiscal 1977 and 
$19,112,000 in 1976. Non-cancellable lease commit- 
ments for the next five years are: $17,000,000 in 
1978; $15,000,000 in 1979; $12,000,000 in 1980; 
$10,000,000 in 1981; and $9,000,000 in 1982. As of 
May 29, 1977, the total noncancellable commitment 


13. OTHER COMMITMENTS 


At May 29, 1977, authorized but unexpended ap- 
propriations for property additions and improve- 
ments were $66,000,000. 


In addition, there are options outstanding to pur- 
chase the remaining minority interests of some 
partially-owned companies. The options could 


14. LITIGATION AND CLAIMS 


In management’s opinion, all claims or litigation 
pending at May 29, 1977, which could have a sig- 
nificant effect on the consolidated financial posi- 
tion of General Mills, Inc., and its subsidiaries 
have been provided for in the accounts. The FTC 
complaint described below is discussed because of 
the significance of the company’s cereals business. 


In 1972, the Federal Trade Commission (FTC) is- 
sued a complaint against General Mills, Kellogg 
Co., General Foods Corporation and the Quaker 
Oats Company, alleging that the four companies 
share an illegal monopoly of the ready-to-eat cer- 
eal industry. The FTC seeks relief in the form of 
divestiture of certain cereal-producing assets, li- 


for all future years (including the five years just 
listed) is approximately $120,000,000. 94% of the 
commitments are for real estate. Some leases re- 
quire payment of property taxes, insurance and 
maintenance costs in addition to the rental pay- 
ments. The company and its subsidiaries do not 
have significant capital leases. 


have a maximum cost to General Mills of up to 
$61,000,000, the major portion of which could be 
payable with shares of common stock. In general, 
the option contracts provide for payments which 
are dependent upon actual earnings performance 
and evaluation of related return on investment 
through the exercise date. The main option periods 
run from 1979 to 1986. 


censing of cereal brands and prohibitions of cer- 
tain practices and future acquisitions in the cereal 
industry. The four companies have denied the alle- 
gations. An FTC Administrative Law Judge started 
hearing testimony in April, 1976. 


The hearing is expected to be completed within 
another year. The judge’s findings will then be sub- 
ject to review by the FTC. Any adverse decision 
by the FTC will then be subject to further review 
in U.S. Federal courts. The company expects the 
matter to take several years and involve costly liti- 
gation. In the opinion of General Mills’ General 
Counsel, the company’s ready-to-eat cereal activi- 
ties do not violate existing anti-trust laws. The 
company will continue to contest the complaint 
vigorously. 
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15. QUARTERLY DATA (unaudited) 


Summarized quarterly data (in millions, except for per share and market price amounts) for fiscal 1977 


and 1976 are as follows: 


Fiscal 1977 


Gross‘profit;(a)in-: 2...) <n ere ee ee ee 
NeGearningsi 2. ade ae eee ear eoeere 
Earnings per-share .c9 ae eee eee 
Dividends per-share ... .2 1. syne 
Market price of common stock: 

[cht) Vee a teem eS r .  S eac 


6 5019) <6) “e! 0) © 01/86" & (0 © 0: <0: tome) @ .o0, 6 lous: e} 0111618) elie sei-¢ 1° Ke) ie. 6 


@ 0 ¢ © ©. 6 ¢ © © 6 ¢ © 6 6 © 6 © © © © 6 & 6 6 0 6 6 @ @¢ 6 6 0 6 6 6 6 8 © 


© @ 6) © <0: ©, 6 6 0 © ‘© ©: © (0 ‘o-0\ @ e140 0: wi © 16; (66 16) 6: 10 «e 


Gross profit (a) 


Net earnings 


o: ¢, Je) Fe! o: ‘el. ‘ele! Iv ce, <0) oie, 6] (6) co be: sos elle) 01.6; h 6 Lele] soige: (e) leave, 


Earnings per share 


Cr 


Dividends per share 


#6: je! © © 0: "© ‘# 6 ie “s © (0: 10) 9! fe) aie) 16 He! “0, (@ (0:0, 


Market price of common stock: 
High 


@ el,i6) fo 100 @: (0: coe <0. Je) @: <e) Je) je, 0. 1¢; «© © (9) s)he; neuen ie! (onle) ieiteile) (0) 0) 


O76. 16) Teli en te: 6° 16) ie. Ye (0) 16 18, te: Je ie, coiliey ele uel tere: ue heuetie: eliarien se tele 


Three Months Ended 


Aug Nov. Feb. May 
$720 828 867 694 
is 
$19 19 19 22 
$ 34%, 35% 35% 293/4 
$ 26% 29%. peuee 26% 
$625 763 608 654 
$230 290 224 247 
g.50.! wrasse aa) aan 
gig") Sige? eee aia 
$ 28% 30 344% 3176 
$ 23% 243/4 26% 265s 


(a) Before charges for depreciation and retirement costs. 


(b) Fiscal 1976 quarterly data were not subjected to limited review procedures by the company’s 


independent certified public accountants. 


During the first quarter of fiscal 1977, the company 
terminated its xanthan gum projects, resulting in 
an after-tax charge of $1,750,000. During 1977, the 
company’s Mexican operations were affected by 
the floating of the peso. This caused an after-tax 
charge of $7,000,000 in the second quarter, partly 
offset by credits of $1,000,000 in the third quarter 
and $500,000 in the fourth. 


During fiscal 1976’s second quarter, the company 


16. SALE OF CHEMICALS OPERATION 

On May 4, 1977, General Mills signed a letter of 
intent to sell its specialty chemicals operations to 
Henkel KGaA, a West German company. General 
Mills expects to sign a definitive contract soon and 


sold its Silna division and wrote off a portion of 
the goodwill in its travel venture, for a combined 
after-tax charge of $4,500,000. This was partly off- 
set by an after-tax credit of $2,200,000 in the same 
quarter from restructuring German toy operations. 
The company also charged off $3,500,000 after-tax 
(principally in the fourth quarter of fiscal 1976) 
for converting a protein plant to a package food 
operation. 


complete the sale during the first half of fiscal 
1978. The closing of the sale will be dependent 
upon satisfactory fulfillment of audit, legal and 
certain contractual requirements. 
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The sale of the equity in the chemicals operations 
will result in proceeds of about $74 million, in 
cash, and is expected to produce a gain, net of tax, 
of $5 million to $6 million in fiscal 1978. In addi- 
tion, the chemicals operation will replace its inter- 
corporate debt to General Mills (about $24 million 
— amount to be determined on the closing date) 


Accountants’ Report 


with a medium-term interest-bearing note. 

The chemicals operations being sold are defined 
differently from the product line data shown on 
page 39. For fiscal 1977, the operations being sold 
account for approximately 4% of consolidated 
sales, 5% of net earnings and 8% of consolidated 
net assets. 


PEAT, MARWICK, MITCHELL & Co. 
CERTIFIED PUBLIC ACCOUNTANTS 


1700 IDS CENTER 


MINNEAPOLIS, MINNESOTA 55402 


The Stockholders and the Board of Directors 


General Mills, Inc.: 


We have examined the consolidated balance sheets of General Mills, Inc. 
and subsidiaries as of May 29, 1977 and May 30, 1976 and the related 
consolidated statements of results of operations, earnings employed in 
the business and changes in financial position for the fiscal years 

then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


In our opinion, the aforementioned consolidated financial statements 
present fairly the financial position of General Mills, Inc. and subsidiaries 
at May 29, 1977 and May 30, 1976 and the results of their operations 
and the changes in their financial position for the fiscal years then ended, 
in conformity with generally accepted accounting principles applied 


on a consistent basis. 


Peat , Manned WA tabu d(. 


joly.22,A977%:> 
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FISCAL YEAR 1977 


Sales. Sales increased 10.0 per cent. Strong gains 
over fiscal 1976 sales were attained by each of 
General Mills’ three major business areas: 9.0 per 
cent for foods, 12.0 per cent for consumer non- 
foods and 14.1 per cent for specialty chemicals. 
As in the previous year, inflation played only a 
small role; more than three-quarters of the gain 
resulted from volume increases. Fiscal 1977 was 
52 weeks in duration, one week less than 53-week 
fiscal 1976. 


Costs and Expenses. Costs and expenses increased 
$236,121,000, or 9.7 per cent, over the prior year. 
This largely reflects the net effect of the following 
factors: 1.) growth in volume of products and serv- 
ices with attendant increases in raw materials and 
other direct expenses, partially offset by lower 
average purchase prices for a number of key com- 
modities such as wheat and sugar; 2.) substantial 
increases in sales promotion expenditures, includ- 
ing a $34,200,000 rise in media costs, which was a 
key factor in the overall increase of $101,861,000, 
or 14.7 per cent, in selling, general and administra- 
tive expenses. Contribution to employees’ retire- 
ment funds increased $2,714,000, or 15.2 per cent. 


Analysis of Earnings. Net earnings reached 
$117,034,000, an increase of 16.4 per cent, as com- 
pared with the prior year. In addition to the above 
items, earnings were affected by two factors dis- 
cussed in Note 15 of Notes to Consolidated Finan- 
cial Statements, which reduced net earnings by 
$7,250,000. A review of operating profit trends by 
product lines for the most recent five years appears 
on the opposite page. Compared with the prior 
year, total operating profits increased 14.1 per cent 
with gains reported by each of General Mills’ three 
major business areas: 6.5 per cent for foods, 27.3 
per cent for consumer non-foods and 68.5 per cent 
for specialty chemicals. 


FISCAL YEAR 1976 


Sales. Sales grew 14.6 per cent. Strong gains over 
fiscal 1975 sales were attained by each major busi- 
ness area: 11.0 per cent for foods, 24.8 per cent 
for consumer non-foods and 13.4 per cent for spe- 
cialty chemicals. About three-quarters of the gain 
resulted from volume increases, including virtually 
all of the gain in the second half, which grew at a 
rate of 15.7 per cent. 


Costs and Expenses. Costs and expenses increased 
$281,424,000, or 13.0 per cent, over the prior year. 
This largely reflects: 1.) growth in volume of prod- 
ucts and services with attendant increases in raw 
materials and other direct expenses, partially off- 
set by lower average purchase prices for a number 
of key commodities such as wheat, sugar and 
shortening; 2.) substantial increases in sales pro- 
motion expenditures, including a $40,900,000 in- 
crease in media costs, which was a key factor in 
the overall increase of $153,853,000, or 28.5 per 
cent, in selling, general and administrative ex- 
penses. Continued success of the company’s efforts 
to improve working capital turnover and lower 
short-term interest rates led to a decline in interest 
expense of $6,819,000, or 18.8 per cent. Contri- 
bution to employees’ retirement funds increased 
$6,438,000, or 56.2 per cent. 


Analysis of Earnings. Net earnings reached 
$100,538,000, an increase of 31.9 per cent, as com- 
pared with the prior year. In addition to the above 
factors, earnings were affected by the unusual 
transactions discussed in Note 15 of Notes to Con- 
solidated Financial Statements, which reduced net 
earnings by $5,800,000. Compared with the prior 
year, total operating profits increased 25.2 per cent 
with gains reported by each major business area: 
19.1 per cent for foods, 46.7 per cent for consumer 
non-foods and 5.8 per cent for specialty chemicals. 
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Sales BY MAJOR PRODUCT GROUP (in millions) Fiscal Year 


rs 


Breakfast and Snack Items... $ 740.3 25.4 $ 694.2 26.3 $ 621.4 269 $ 522.88 261 $ 458.4 27.6 
Mixes, Family Flour, 


i -— 


Seafoods and Other .... L207 24.8 GOD:SmeEZ Ore, O22/-e TAO BWA) BBC 483.0 29.0 
Commercial Foods and 

MNGPeCION tS) s.a.,..4<.. cares 274.3 9.4 Z/3.0 1053 DNAS MALY PES Al BARS AQ “Tap Al 
Restaurant Activities ...... 240.9 8.3 180.7 6.8 A136 4.9 77.8 3.9 54.6 3:0 
OnE See 1,976.2 67.9 1,813.7 68.6 1,634.4 70.8 1,422.2 71.1 1,197.2 72.0 
Crafts, Games and Toys .... 403.2. 13.9 347.6 13:1 302.2" 13.1 25On ee ele. 181.7. 10.9 
Fashions, Furniture and 

Specialty Retailing ..... 411.5 14.1 379.8 14.4 PANO 1A 247.2 12.4 222.6 13.4 
CONSUMER NON-FOODS.. 814.7 28.0 7274 27.5 5829 25.2 497.9 249 4043 243 
SPECIALTY CHEMICALS .. 116.5 oa 103.9 _ 39 91.6 2.0: 80.0 4.0) 60.5 ey 
MO TAU AGABES ssick. os «da $2,909.4 100.0 $2,645.0 100.0 $2,308.9 100.0 $2,000.1 100.0 $1,662.0 100.0 


Breakfast and Snack Items.. $102.0 851. $ 97.4 38.3 $ 80.1 SOAw ebay 36.0 $ 68.2 39.0 
Mixes, Family Flour, 


Seafoods and Other.... 42.7 14.7 47.1 18.4 45.4 Db 44.2 BDA 42.7 24.5 
Commercial Foods and 

ENERO CUCTIES Pctioome olen te < i leget 5.9 7.9 Bd ie 3.6 10.0 5.0 Dy 3.0 
Restaurant Activities....... 25.7 8.8 23.6 9.3 5,4 Id 8.2 Al Gl 6.5 aif 
HOODS eee ree ee a ee: 18725 64.5 176.0 69.1 147.8 Wath 134.5 We 2226 Oe. 
Crafts, Games and Tovsiecn- 52.4 18.1 41.6 16.3 30.6 seal 26.8 13.4 14.0 8.0 
Fashions, Furniture and 

Specialty Retailing eee 38.4 13.2 29.7 ALA 7 18.0 8.8 29.9 14.9 30.8 1726 
CONSUMER NON-FOODS.. 90.8 a1.3 Wi 0° 28.0 48.6 23.9 56.7 28.3 44.8 PAS 
SPECIALTY CHEMICALS .. 12.3 4.2 Hh} 2.9 6.9 3.4 8.9 4.5 Ted Av, 
TOTAL OPERATING 

PROELRDS eee aera sum 290.6.100.0 254.6 100.0 PAS 0) —SUCOLOK(8) 200 10070 174.7, +100.0 


Unallocated corporate 
expenses, exclusive of 


items shown below .... (31.0) (21.4) (18.4) (17.4) (16.9) 
Interest expense ........... (26.7) (29.4) (36.2) (28.5) (18.3) 
Profit-sharing distribution... (4.3) (3.5) (3.1) (4.0) (4.3) 
TOTAL EARNINGS 

BEFORE*TAXES oo... $228.6 $200.3 $145.6 $150.2 $135.2 


Operating profits reported above indicate the relative contributions of General Mills’ diversified operations to 
total earnings. They are not necessarily comparable to similar data from other companies since accounting prac- 
tices may vary. 


Variations between the sales and operating profits shown in these tables and similar amounts published in pre- 
ceding reports are due principally to restatements and minor adjustments in the classification of certain items. 
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General Mills 


Ten Years in Review 


Before Restatements (as reported) 


Sales 
Earnings before extraordinary items 
Net earnings 
Dividends—common stock 


preference stocky. 5.9 tess va Serene © OR ee eee 
Earnings before extraordinary items and after dividends ............ 


Per common share and common share equivalent:* 
Earnings before extraordinary items 
Net earnings 


Dividends:per sharei s,s eas on oe cee ie Baked | ere een ee 
Common shares outstanding at year-end’ 77...-—..< 9s eer 
Preference shares outstanding at year-end ................ eee eens 
Number’of stockholders. %).25%) tere ete rele ert a, Amen eee 
Market price range—commonStockiw 4.420 4 ee ee 

—preterence:stock 20%: ah. eee oe eee eee 


Total assets 
* Adjusted for two-for-one split in October, 1975. 


Summary of Earnings — Five Years 


Restated* 
1977 

Sales” ..o.ccq eee ee eee es eine eee ee $2,909.4 
Interest expense .aG.ranc.e ae Gh means oe oe 5 26.7 
Income taxes Beara. eeeeen bes Reina | eee 6 1121 
Netearninge “19. Weep a in ey ee eee & 117.0 
Earnings perssales dollarerrnon: ok eee eee eee 4.0¢ 
Per common share and common share equivalent:** 

Netrearnings equcr seme ce. cc re aca Se a oe S. 2.36 

Taxes (income, payroll, property, etc.) ........... $ 3.43 


ee 


Ce 


a 


Cae Yu Yan ec Sek Yue Jame SOC Yun Yuet Ye June SoC Suit Sm Yt SC YRC Ya Teme Sheet ae Ye Yt Sie 0 Yoet Se Yor Joeet Yank unc Jie Soe Mer Dect 3 


2 


PoC) Mt Suet TOM RL nCSanC Su CSC SK Pec Jur MOC Ju Nt em Sa Yas SUR Ya Se Sum SUN SUN ORT Je TC SURC QUE Tet Suu YORE YP MeCN Jeet eC Je Cet a eC Sc 


Cc Cy 


GENERAL MILLS, INC., AND SUBSIDIARIE 


May 


20,1977 


RAAAHA HA SF 


TAA A 


2,909.4 
117.0 
117.0 

39.1 


77.9 


2.36 
2.36 
19 
49,664 


29,300 


$35 %-261/2 


1976 


2,645.0 
29.4 
100.0 
100.5 
3.8¢ 


2.04 
3.02 


1,447 


Fiscal Year 


1975 


2,308.9 
36.2 
70.6 
76.2 


3.3¢ 


1.59 
2.35 


1974 


2,000.1 
28.5 
76.0 
75.1 

3.8¢ 


1.59 
2.36 


dollar amounts, except per share, in millions 


1973 


1,662.0 
18.3 
69.0 
66.1 

4.0¢ 


1.41 
2.07 


“Includes the following: 1974 Talbots, Inc., pooling, and change in sales definition; 1973 Kimberly Knitwear, Inc., 


pooling. 


**Per share data are based on the average common shares and common share equivalents outstanding during each 
year. Data for 1973-1975 have been restated for the two-for-one common stock split in October, 1975. 


Data should be read in conjunction with the financial statements on pages 23-37. 


May 30, 1976 May 25,1 
2,645.0 2,308 
100.5 7€ 
100.5 7€ 

32.4 27 

68.1 4€ 

2.04 i 

2.04 ik 

.66 : 

49,335 48,7: 
29,200 28,8 
3413-235 2734-14 
1,328 1,2 


dollar amounts, except per share, in millions 


Fiscal Year Ended 


shares outstanding in thousands 


y 26, 1974 May 27, 1973 May 28, 1972 May 30, 1971 May 31, 1970 May 25, 1969 May 26, 1968 
2,000.1 1,593.2 1,316.3 2 Oa 1,021.7 885.2 668.9 
75.1 65.6 52.2 43.9 40.6 36.2 31.3 
75.1 65.6 45.4 43.9 Path Al 37.5 31.3 
24.4 20.9 19.1 WES 16.4 13.9 12.3 
— rie | 2.3 2.9 2.6 2.7 2.8 
50.7 42.6 30.8 24.1 21.6 19.6 16.2 
1.59 1.40 a7, 99 94 .89 .83 
1.59 1.40 1.02 .99 63 92 .83 

53 .50 .48 .45 44 .40 39% 
47,130 42,530 40,396 39,220 37,904 35,544 32,048 
— 1,145 1,250 1,426 1,487 1,560 1,573 
28,500 29,600 31,000 32,600 32,900 32,900 30,000 
3/4 -23 1/4 3334-2414 261/s-163/4 181/s-12% 195-11 3/4 2134-1534 21%/-15 
1074/4 -85 113-823 88-57 6142-42 651/2-41 712-542 7114-55 5/8 
a5117 906 818 750 666 622 505 

Other Statistics dollars in millions 

Restated* 
Fiscal Year 
1976 1975 1974 1973 

Gross expenditures for plant and equipment .......... $117.1 94.4 99.8 92.2 57.5 

Working capital provided from operations ............ $ 174.2 15322 123.9 116.2 112-2 

Prat Chvex DENCH LUres weak vane coil sk s+ wae tan eer ame $ 29.9 25.7, 22.9 21.6 19.0 

Aavertising media expenditures ..................-- $ 145.6 111.4 70.5 y Ait) 74.3 

menpreciation/and amortization 2.66 «244-04 s0%iew es os $ 48.1 46.7 41.8 36.3 34.8 

Wages, salaries and employee benefits ............... $ 541.2 476.1 400.4 350.1 304.5 

Pe eam Ol-1ICOME) Metis crcaes Pe ciicm Giials Wee ho $57.9 48.8 41.9 35.4 28.5 

Semereas ANC MOON ANCE coos sh adams oe ieee Ohare $ 58.0 53.7 44.9 39.0 33.5 

Beer ULeMDIOV EES. hac tee eee tet sae thd ela Peete vee 61,797 515778 47,969 46,398 40,775 


*Includes the following: 1974 Talbots, Inc., pooling, and change in sales definition; 1973 Kimberly Knitwear, Inc., 


pooling. 


In the opinion of management, the Financial Statements in this Annual Report to the Stockholders include 
all significant financial statement data included in the Annual Report filed with the Securities and Ex- 

_ change Commission on Form 10-K. Shareholders may request a free copy of the Form 10-K report by 
writing to the Secretary, General Mills, Inc., P.O. Box 1113, Minneapolis, Minn. 55440. 
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Replacement Cost Information (unaudited) 


The Securities and Exchange Commission now re- 
quires that annual 10-K reports contain certain in- 
formation on a replacement cost basis for fixed 
assets, inventories, cost of sales and depreciation 
expenses. Stockholders wishing to obtain such in- 
formation should request a copy of Form 10-K in 
accordance with instructions on page 41. 


General Mills is acutely aware of the impact of in- 
flation on its operations. However, the company 
believes its operating philosophies and practices 
have enabled it (and will continue to enable it) to 
combat effectively the effects of inflation. Further, 
the company feels that replacement cost informa- 
tion by itself does not recognize the customary re- 
lationships between cost and productivity changes 
and selling price changes. By effective cost con- 
trols on purchasing, manufacturing and other 
activities, the company has maintained profit mar- 
gins at levels sufficient to distribute quality prod- 
ucts at competitive prices and to earn reasonable 
returns on investments made over extended prior 
periods in addition to paying regular and increas- 
ing quarterly dividends. Barring unusual economic 
or regulatory conditions, the company expects to 
maintain reasonable profit margins and returns on 
such investments in the future. 


Transfer Agencies 
COMMON STOCK: 


Inflation affects General Mills’ balance sheet and 
operating results primarily in the working capital 
and fixed asset areas. Inflation’s effect on cost of 
sales has been minimized by the conversion to 
LIFO valuation methods in 1975 for a substantial 
portion of domestic inventories. While inflation’s 
annual impact on replacement of existing produc- 
tion capacity is minimal because of the long time 
span over which replacements occur, its long-run 
result is that accumulated depreciation is insuffi- 
cient to replace fully depreciated production ca- 
pacity. Moreover capital requirements for growth 
through new products and/or new systems are 
of significant importance to General Mills. The 
increasing costs for growth projects make more 
difficult the attainment of satisfactory returns on 
investment. 


The SEC has correctly emphasized that there are 
substantial unresolved theoretical problems with 
replacement cost concepts. Further, investors 
should understand that because of different esti- 
mating techniques and the many different specific 
factual circumstances involved, the data are sub- 
ject to judgmental factors and may not be com- 
parable among companies, especially companies 
which purchased their assets at different times. 


Citibank, N.A., 111 Wall Street, New York, N.Y. 10015 
Office of the Company, P.O. Box 1113, Minneapolis, Minn. 55440 


Registrars 
COMMON STOCK: 


Citibank, N.A., 111 Wall Street, New York, N.Y. 10015 
Northwestern National Bank of Minneapolis, Seventh and Marquette, Minneapolis, Minn. 55480 


Stock Exchange Symbol: cis 


Markets 


New York Stock Exchange 
Midwest Stock Exchange 


General Mills 


Corporate Officers 


E. Robert Kinney, Chairman of Board and Chief Executive Officer 

H. Brewster Atwater, Jr., President and Chief Operating Officer 

Donald F. Swanson, Senior Executive Vice President and Chief Financial Officer 

Paul L. Parker, Executive Vice President, Chief Administrative and Government Relations Officer 
F. Caleb Blodgett, Executive Vice President, Consumer Foods 

J. Wilbur Feighner, Executive Vice President, Specialty Foods 

Robert K. Swanson, Executive Vice President, Crafts, Games, Toys, Fashion and Travel* 

Eugene E. Woolley, Executive Vice President, Restaurants, Specialty Retailing, Furniture, Chemicals and O-CEL-O 
James S. Fish, Senior Vice President, Consumer Communications and Community Relations 

John V. Luck, Senior Vice President and Technical Director 

Edward K. Smith, Vice President and Controller 

Clifford L. Whitehill, Vice President and General Counsel 

James L. Weaver, Treasurer 

James M. Neville, Secretary 


*Elected June 27, 1977 


43 


44 


Charles H. Bell Thomas M. Crosby 


E. Robert Kinney 


Kenneth N. Dayton J. Wilbur Feighner Philip B. Harris Stephen F. Keating 


Board of Directors 


E. Robert Kinney, Minneapolis, Chairman and Chief Executive Officer, General Mills, Inc. 
H. Brewster Atwater, Jr., Minneapolis, President and Chief Operating Officer, General Mills, Inc. 
Charles H. Bell, Minneapolis, former President and Chairman of Board, General Mills, Inc. 


Thomas M. Crosby, Minneapolis, former Chairman of Board, Northwest Growth Fund, Inc., 
a Small Business Investment Company 


Kenneth N. Dayton, Minneapolis, Chairman of Board, Dayton Hudson Corporation 

J. Wilbur Feighner, Columbus, Georgia, Executive Vice President, General Mills, Inc. 

Philip B. Harris, Minneapolis, former Chairman of Board, Chief Executive Officer, Northwestern National Bank 
Stephen F. Keating, Minneapolis, Chairman of Board, Honeywell Inc. 

James P. McFarland, Minneapolis, former President and Chairman of Board, General Mills, Inc. 

Louis W. Menk, St. Paul, Chairman of Board, Chief Executive Officer, Burlington Northern Inc. 

John W. Morrison, Minneapolis, Chairman of Board, Chief Executive Officer, Northwestern National Bank 


Gwendolyn A. Newkirk, Lincoln, Nebraska, Professor and Chairman — Department of Education and 
Family Resources, University of Nebraska 


Milton Perlmutter, Woodbridge, New Jersey, President, Supermarkets General Corp. 
Charles F. Phillips, Auburn, Maine, President Emeritus, Bates College 

Edward S. Reid, New York, N.Y., Partner, Davis Polk & Wardwell, Attorneys 
Waverly G. Smith, St. Paul, President, St. Paul Fire and Marine Insurance Company 


Donald F. Swanson, Minneapolis, Senior Executive Vice President and Chief Financial Officer, 
General Mills, Inc. 


Richard L. Terrell, Detroit, Michigan, Vice Chairman of Board, General Motors Corporation 


Board of Directors 
Committees 


James P. Meparland Executive 


Committee 


James P. McFarland, 
Chairman 

H. Brewster Atwater, Jr. 

Charles H. Bell 

Kenneth N. Dayton 

Stephen F. Keating 

E. Robert Kinney 


Louis W. Menk 
Edward S. Reid : 
|  apelie oc Donald F. Swanson General Mills 
John W. Morrison Gwendolyn A. Newkirk 
Audit 
Committee 
Charles F. Phillips, Public ae: 
Chairman Responsibility 
Thomas M. Crosby Committee 
Philip B. Harris 
Louis W. Menk Thomas M. Crosby, 
Milton Perlmutter Chairman 
Waverly G. Smith Stephen F. Keating 
Gwendolyn A. Newkirk 
Milton Perlmutter 
: Charles F. Phillips 
Finance Waverly G. Smith 
Committee Richard L. Terrell 
John W. Morrison, 
Chairman : 
Charles H. Bell Research Policy 
Kenneth N. Dayton Committee 
Philip B. Harris 
E. Robert Kinney Richard L. Terrell, 
James P. McFarland Chairman 
Louis W. Menk H. Brewster Atwater, Jr. 
ys Donald F. Swanson Charles H. Bell 
SAAR Kenneth N. Dayton 
Edward S. Reid E. Robert Kinney 
. James P. McFarland 
Compensation Milton Perlmutter 
Committee 
Stephen F. Keating, ; ; 
Chairman Nominating 
Charles H. Bell Committee 
Philip B. Harris 
Louis W. Menk Richard L. Terrell, 
John W. Morrison Chairman 
Gwendolyn A. Newkirk Kenneth N. Dayton 
be Edward S. Reid Stephen F. Keating 
7 Waverly G. Smith Charles F. Phillips 


Depald F. Swanson | ’ Richard L. Terrell Richard L. Terrell Edward S. Reid 
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Operating Executives 


of General Mills and Principal Subsidiaries 


CONSUMER FOODS 
F. Caleb Blodgett, Executive Vice President 


Walter R. Barry, Jr., Group Vice President 

Thomas P. Nelson, Vice President — Control and Administration 
Arthur R. Schulze, Group Vice President 

Preston Townley, Group Vice President 


Domestic 


Jason C. Becker, Vice President, General Manager, Northstar Division 

Edward K. Bixby, Vice President, General Manager, Package Foods Operations Division 
Ross N. Clouston, Vice President; President, The Gorton Division 

Ray E. Brunswig, President, Pioneer Products, Inc. 

James P. DeLapa, President and Chief Executive Officer, Saluto Foods Corp. 

Marylee Duehring, Vice President, Director, Betty Crocker Kitchens 

James J. Feeney, Vice President, General Manager, Sperry Division 

James G. Fifield, Vice President, General Manager, New Business Division 

Charles W. Gaillard, Vice President, General Manager, Golden Valley Division 

Robert W. Hatch, Vice President, General Manager, Big “G” Division 

Donald L. Knutzen, Vice President, General Manager, Betty Crocker Division 

Thomas J. Lee, Vice President, General Manager, Procurement Division 

Howard L. Ross, Vice President, General Manager, Grocery Products Sales Division 
Gordon W. Ryan, Vice President and Director of Trade Policy and Customer Relations (retired May 31, 1977) 
Patrick J. Smithwick, Vice President and Director of Trade Relations (effective June 1, 1977) 
Fletcher C. Waller, Jr., Vice President, Director of Marketing Services 


Europe 


Lionel Cossé, Vice President and Regional Director; President and Managing Director, Biscuiterie Nantaise-BN, 
S.A.* (France) 

Caspar B. M. de Jong, Vice President and Regional Director; Managing Director, Smiths Food Group B.V. 
(Holland) 

A. Van de Walle, General Manager, Smiths Food Group S.A. (Belgium) 

J. Wolfgang Zach, Joint Managing Director, Feldbacher Backwarenfabrik Dr. Josef Zach GmbH* (Austria) 

Jack A. Liquorish, Vice President and Regional Director; Chairman, Smiths Food Group; 
Managing Director, Smiths Division (U.K.) 

Ken Morgan, Managing Director, Snakpak Nut and Biscuit Division (U.K.) 

Eric Smith, Managing Director, Tudor Food Products Division (U.K.) 


Canada 


John D. Herrick, Vice President, Chairman, General Mills Canada, Ltd.; General Manager, Grocery Products 
Division 

A. M. Aymong, President, Lancia-Bravo Foods Division 

Bruce O’N Hyland, General Manager, Blue Water Seafoods Division—a Gorton Affiliate 


Latin America 


M. M. Benidt, Vice President, Director of Latin American and Export Operations 

Moises Benjamin, General Manager, Grandes Molinos de Venezuela, S.A.* 

Arthur P. Fischer, General Manager, Industria Harinera Guatemalteca, S.A. and Industria del Maiz, S.A.* 
(Guatemala) 

Donald Halman, General Manager, General Mills de Panama, S.A.* 

Paul Kaufmann, Vice President and General Manager, General Mills de Venezuela, S.A. 

Gustavo Martinez, General Manager, Productos de Trigo, S.A.* (Mexico) 

Alfredo Montealegre, General Manager, Industrias Gem-Ina, S.A.* (Nicaragua) 


Far East 


Motoshige Kobayashi, Representative Director, President, General Mills Japan, Ltd.; Executive Vice President, 
Morinaga General Mills, Ltd.* (Japan) 
Heizo Kunishima, President, Morinaga General Mills, Ltd.* (Japan) 


*Partially owned 


SPECIALTY FOODS 


J. Wilbur Feighner, Executive Vice President; Chairman of Board, President, Tom’s Foods Ltd. 


Stewart F. Lyman, Vice President; President, The Donruss Co. 
Michael L. Tracy, Vice President; President, GoodMark Foods, Inc. 


RESTAURANTS, SPECIALTY RETAILING, FURNITURE, CHEMICALS AND O-CEL-O 


Eugene E. Woolley, Executive Vice President, Restaurants, Specialty Retailing, Furniture, Chemicals 
and O-CEL-O 


James H. Ruben, Group Vice President, Specialty Retailing Group, Furniture Operations 


Specialty Retailing 

Wesley W. Harris, President, Eddie Bauer, Inc. 

Albert Hoffman, Vice Chairman and Chief Operating Officer, Wallpapers To Go, Inc. 
Kenneth Hoffman, President, Wallpapers To Go, Inc. 

Larry P. Kunz, President, LeeWards Creative Crafts 

Rudolf L. Talbot, President, The Talbots, Inc. 


Furniture 
Robert E. Zimmerman, President, General Interiors 


Restaurant Activities 


William B. Darden, Vice President; Chairman, Red Lobster Inns of America, Inc. 

Joe R. Lee, Vice President; President and Chief Executive Officer, Red Lobster Inns of America, Inc. 
Elliott S. Grayson, President, York Steak House Systems, Inc. 

William A. Lantz, President, E. H. Thompson Company 


Chemicals: 
Donald W. Carlson, Vice President; President, General Mills Chemicals, Inc. 


Europe 


Adolfo Bogoncelli, Managing Director, Nutralgum S.p.A. (Italy) 

John Chambers, Managing Director, General Mills Chemicals (U.K.) Limited (a division of General Mills U.K. 
Limited) (England) 

Walter A. Rutledge, Managing Director, General Mills Chemicals (Ireland) Limited 


Mexico and South America 


Ricardo Madero, President and General Manager, General Mills de Mexico, S.A. (Mexico) 
Juan Sabaté Perez, Director-President, Indusquima, S.A. (Brazil) 
GC. W. Bradley, President, Poliamidas de Venezuela, C.A.* 


Other 


Asghar Habib, General Manager, Habib-General Limited* (Pakistan) 
G. F. Pozzani, President, General Mills Chemicals (Japan) Ltd. 
Percy Trope, Managing Director, Trochem (Pty) Ltd.* (South Africa) 


O-Cel-O 
Joseph W. Grieco, Director of Operations, O-CEL-O 


CRAFTS, GAMES, TOYS, FASHION AND TRAVEL 
Robert K. Swanson, Executive Vice President, Crafts, Games, Toys, Fashion and Travel 


F. William Graham, Group Vice President, Fashion Group 

Paul J. Curran, Vice President, Manager, International Operations, Craft, Game & Toy Group 

Ted C. Betker, Vice President, Market Coordinator, International Operations, Craft, Game & Toy Group 
George B. Stephan, Vice President—Control and Administration 


*Partially owned 


48 


Crafts, Games, Toys: 


Domestic 


Randolph P. Barton, Vice President; President, Parker Brothers 

James T. Boosales, President, Fundimensions 

William D. Hawfield, Jr., General Manager, Bowers & Ruddy Galleries, Inc.* 
Bernard Loomis, Vice President; President, Kenner Products 

Wesley P. Mann, Jr., President, H. E. Harris & Co., Inc. 


Europe 


Werner Balzer, General Manager, General Mills, Inc., German Branch (West Germany) 

Robert Fieldhouse, Chairman, Managing Director, Denys Fisher Toys Limited (U.K.) 

Jacques Gobiet, General Manager, Deska S.A. (Belgium) 

Michel Habourdin, Vice President; President, French Group 

Christian Lauffer, Sr., President, Clipper Games and Toys B.V. (Holland) 

Robert B. Simpson, Vice President; Chairman, General Mills U.K. Toy Group; Managing Director, 
Palitoy Limited (U.K.) 


Canada and Mexico 


John P. Eckert, Vice President; President, Lili-Ledy, S.A. de C.V. (Mexico) 

Arnold B. Irwin, President, Kenner Products (Canada) Limited* 

Benjamin Samuels, President, Regal Toy Limited (Canada) 

A. Thomas Vernon, Vice President; President, General Mills Canada Ltd., General Manager, Parker Division 


Australia/New Zealand 


Kenneth F. Chapman, Managing Director, Toltoys Proprietary Limited 
Frank A. Pearce, Managing Director, Toltoys (New Zealand) Limited 


Fashion 


Michael P. Chernow, Chairman, Monet Jewelers, Inc. 
Norman Gatof, President, Monet Jewelers, Inc. 

John B. Holmes, Vice President; President, David Crystal 
Robert J. Hoy, President, Lord Jeff Knitting Co., Inc.* 
William J. O’Brien, President, Kimberly Knitwear Inc. 
Richard N. Tarlow, President, Foot-Joy, Inc.* 


Travel 


Ernest F. Naylor, President, Intraworld Incentives, Inc.* 
W. Scott Supernaw, President, Olson-Travelworld Organization 


Staff Officers 


Mercedes A. Bates, Vice President, Director of Consumer Center 

Dean Belbas, Vice President, Director of Financial Communications 

Ivy M. Celender, Vice President, Director of Nutrition 

James L. Craig, M.D., Vice President, Corporate Medical Director 

Donald M. Friborg, Vice President, Director of Industrial Relations 

John L. Frost, Vice President, Director of Personnel 

John T. Gerlach, Vice President, Director of Corporate Growth (resigned effective August 31, 1977) 
J. William Haun, Vice President for Engineering Policy 

John L. Holahan, Vice President, Senior Consultant to the Technical Director 

William R. Humphrey, Jr., Vice President, Executive Director of the General Mills Foundation 
Cyrus E. Johnson, Vice President, Director of Social Action and Community Relations 

Verne C. Johnson, Vice President, Director of Corporate Planning 

Guy W. LaLone, Jr., Vice President, Group Director, Engineering and Administrative Services 
Daniel G. McPherson, Vice President, Director of Quality Control, Food Safety and Nutrition Policy 
James R. Pratt, Vice President, Director of Taxes 

William K. Smith, Vice President, Director of Transportation 

Stanley V. Tabor, Vice President, Corporate Real Estate 

James L. Weaver, Vice President and Treasurer 


*Partially owned 
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